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MARKETING: Text, Cases, and Readings 


By HARRY L. HANSEN, Harvard Graduate School of Business Administration 


in 
The basic approach and organization of Marketing remains the same, 
cing of bc dong 


June 1956 About 750 pages 


MARKETING RESEARCH: Text and Cases 


By HARPER W. BOYD and RALPH WESTFALL, both of Northwestern University 


discussed in two main ways. 
lication of basic tech- 


May 1936 
WRITE FOR EXAMINATION COPIES 


RICHARD D. IRWIN, INC. - HOMEWOOD, ILLINOIS 


This new and text 

the student in matketing 

ties, it treats the major as 

presentation text i ft case problem cases, excerpts from per- . 

tinct atte, provocative readings, and generaliation for diacosion. Pall we is made of op 

to-date charts, graphs, and tables to illustrate the subject matter. Included are 61 business cases 

veloped along the lines associated with the Harvard Business School and based on realistic mar- 

keting problems in actual business, industrial, and service organizations. 

April 1956 About 830 pages 

MARKETING: Principles and Methods mo eomon 

By CHARLES F. PHILLIPS, Bates College and DELBERT J. DUNCAN, University of Colorado 

two leading authorities on the subject. 

For the new Third Edition, the entire text has been thoroughly rewritten and brought completely . 

appraises 

beginning with 

the channels of distribution 

This new text combines cases with text material to provide basic materials for a first course 

First, the steps necessary to obtain information are shown. d, ¢ 

niques to specialized fields such as advertising and product devel 

material is included to illustrate the use of techniques under varying 

ticularly of its such important marketing research 

areas as ign, questionnaire c sampling, analysis, motivation re- 


Seven days a week, 
the menu is different 


The marketer who keeps intelligently in 
formed on the strength of trends in his field 
possesses a priceless advantage. For time be- 
comes his ally, not enemy. Well in advance, he 
can appraise the impact of competition as new 
strategies are launched or extended, new prod. 
ucts introduced, new companies formed, new 
markets opened. And, he can act with profit 
making perspective. 

Selling Research's fast trend reporting serv- 
ice today aids marketers in many industries by 
revealing—realistically and fully—the indis- 
pensable data for decision making. 

Take, for example, Selling Research's 
SELL-O-RATOR® National Drug Index. It 
is rushed to marketers within 10 days of com- 
pletion of field work. It is instantly usable, for 
it is constantly fresh: SELL-O-RATOR audits 
are conducted every 30 days. 

In the SELL-O-RATOR National Drug In- 
dex panel are 250 medium and high volume 
chain and independent drug stores, in 100 
markets with population of 50,000 to 1,000,000 
and up. For your lines, and competing lines 
you have specified, Selling Research's auditors 
gather the data that is validated in the field by 


\ 


Selling Research's regional and traveling super 
visors. 

In easy to grasp form, SELILORATOR 
National Index—for any product category, in 
any trade channel—divulges to you the basics 
of your marketing situation. You get up-to-the- 
minute figures on consumer sales, retailer pur- 
chases, retailer inventories. Average sales per 
store, and percentage share of market for each 
item. Out-of-stock conditions, seasonal trends, 
and merchandising activities. 

Perceptive marketers use Selling Research 
national trend data, respect it, recognize it is 
worth many times its modest cost. Today, with- 
out obligation, ask for full details 


Your FASTEST reports on merchandise 
movement come from Selling Research 


GROCERY APPLIANCE 
DRUG SOFT GOODS 
LIQUOR HARDWARE 
JEWELRY AUTOMOTIVE 


CONFECTIONERY 
STATIONERY 
VARIETY 
DEPARTMENT 


96 Liberty Street, New York 6, N. Y. Selling Research, Inc. 
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Selected RONALD Books 


Marketing and Distribution Research 


Lyndon O. Brown, Vice-Pres., Dancer-Fitrgerald-Sample, Inc. 


Third Edition. All the fundamentals of mar- 
keting and distribution research—its methods, 
uses, scientific foundations, and role in busi- 
ness operations. Book highlights the findings 
of leading American corporations, showing 
how to conduct research and use findings to 


e A stim 


im operati and reduce dis- 
tribution conte, an entirely new 
chapter on market sampling plus the most 
recent methods of motivational and op- 
erations research. 

75 ills., tables; 561 pp. $6.75 


ulating book, still the classic in the field. The new edition makes 
it even more valuable than before.” 
Richard 


R. Still, University of Rochester 


Cases and Problems in Marketing Research 


Donald F. Blankertz, U 


of P. Ivania; 


Robert Ferber and Hugh G. Wales, both University of Illinois 


Designed for use with any basic textbook, 
this supplementary work contains a varied 
selection of 56 cases in marketing research, 
— according to the nine major steps 

a market research operation. Develops a 


practical understanding of actual situations 
and provides a working command of modern 
techniques and methods. Instructor's Manual 


available. 339 PP. Bs 


“A welcome addition to the literature and teaching of marketing re- 
° Robert 


search.” 


B. Miner, Ohio State University 


Marketing in the American Economy 


Roland S. Vaile, University of Minnesota; E. T. Grether, University of California; 
and Reavis Cox, University of Pennsylvania 


This textbook discusses the complex, all-im- 
portant function of marketing in the free en- 

. Shows why marketing exists; 
how it is carried out in the economy; and 
evaluates how well marketing discharges its 
social and economic duties. focuses on 
change of ownership as the center of market- 


e The 


Frey’s Advertising 


tion is stimulating and as eee given 
insights into marketing.” Want W. Kebker, Ohio Wesleyan University 


ing and examines this as in respect to the 
allocation and use of saeesees, the distribu- 
tion of private income, the suppi ot 
dynamics to our production-consumption pro- 
gram. Analyzes government agencies’ increas- 
ing voice in marketing -affairs. Instructor's 
Manual available. 103 ills., tables; 737 pp. $6 


has me new 


Albert Wesley Frey, Dartmouth College 


Second Edition. This popular textbook covers 
advertising fundamentals, latest promotional 
techniques and trends. Explains how to or- 
ganize and run an integrated advertising de- 
partment, how to translate research into 


“In many ri the most modern text on advertising . . . excep- 
e Advertising 


- tionally reada 


effective, profitable advertising. Outlines to- 
day's new opportunities and media, and offers 
invaluable guidance on advertising appeal, 
theme, consumer motivation, etc. Instructor's 
Manual available. 104 ills., 756 pp. $6.50 


Age 


THE RONALD PRESS COMPANY 
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of Unusual Interest 


Principles of Marketing 


Harold H. Maynard and Theodore N. Beckman. Revised 


Theodore N. Beckman 


with William R. Davidson—all Ohio State University 


Fifth Edition. This leading book in the field 

ides students with a firm understanding 
of the principles of marketing and presents a 
clear-cut picture of the day-to-day operations 
of our marketing system. From a functional 
and consumer point of view, the book thor- 
oughly analyzes marketing institutions, poli- 


cies, and practices. Covers every phase of mar- 
keting as a field of economic study, and clarifies 
many controversial questions rising out of to- 
day's marketing functions. Includes carefully 
prepared 2 and problems at the end 
of each pter. Instructor's Manual avail- 
able. 34 ills., tables; 792 pp. $6 


“No small part of the success of the text lies in the style of writing and 
bad the ease with which one may follow and outline the material.” 


The Journal of Marketing 


How Many Dollars for Advertising 


Albert Wesley Frey, Dartmouth College 


Introduces an important new method for de- 
termining the optimum size of advertising 
appropriations—the marketing-program ap- 

. The outgrowth of an extensive study 
of the working methods of leading advertisers 
and trade associations, book analyzes the 


requisites of the marketing program as a 
whole, showing how advertising can be built 
into such a program and expenditures for 
advertising determined accordingly. 

16 ills., tables; 164 pp. $4.50 


“The marketing-program ‘oach is a real contribution. Book is 
lucid, practical, and short 


Albert Brown, Vice Pres., The Best Foods, Inc. 


Wholesaling — Principles and Practice 


Theodore N. Beckman, Ohio State University; and 
Nathanael H. Engle, University of Washington 


This textbook gives students a thor- 


ough understanding of the nature of whole- 
saling, its functions, and the management of 
a wholesaling enterprise. Covers scientific 


Many charts and forms in actual use by lead- 
ing wholesalers are reproduced and much 
statistical information is included. Instructor's 


Manual available. 


management, in ted wholesaling, internal 
— Rev. Printing. 109 ills., tables; 746 pp. $6.75 


operating met planning, research, etc. 


e “Continues to be one of the omy | contributions to marketing.” 
Orin E. Burley, University of Pennsylvania 


Retailing — Principles and Practices 
Paui L. Brown and William R. Davidson—both Ohio State University 


Based on practices of progressive retailers, 
this textbook shows how to organize mer. 
chandising rations for greater efficiency, 
increased sales, lower costs. Fully covers 
operations of small and medium sized stores, 
without neglecting large-scale operations. 


Stresses planning, organization, and person- 
nel. Includes everything from merchandise 
budgets and buying to advertising and sales 
promotion. Instructor's Manual available. 
8o ills., tables; 726 pp. $6 


“I am pleased with the presentation order, the style of writing, and 
e the format. The book is representative of the ‘practical’ approach 
which our students insist upon having.” 


Rex M. King, Oklahoma City University 


15 East 26th Street, New York 10, New York. 
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This is 1956—with a brand new set 
of marketing problems. Keener 
competition! No place for old 
methods and inefficiency! Rising 
costs “gotta stop.” 

What the “Front Office” means 
is that there are better methods to 
use and it’s time to explore them. 
Take marketing research tabula- 
tions, for example. Why try to han- 
dle a lot of clerical work in your 
own office when you can turn to 
specialists at STATISTICAL. We 


know the business—how to code 
and edit—what process to use to 
save the most time and money. 
We've got the latest equipment to 
punch, verify, tabulate, type and 
percentage the results you want— 
accurately and on-time at far less 
cost than you could do it yourself. 
So—when the “Front Office” 
wants action, you'll know the an- 
swer. Turn to the oldest and largest 
independent punched-card tabulat- 
ing organization in the country. 


ect phone wil eww newest 


s{c 


STATISTICAL TABULATING COMPANY 


Established 1933... Michael R. Notaro, President 


CHICAGO NEW YORK 


ST.LOUIS 


63 W. Jackson Blvd. 


80 Broad St. 
HArrison 7-4500 


WHitehall 3-8383 


411 N. Tenth St. 
MAin 1-7777 


NEWARK CLEVELAND 
National-Newark Bldg. 1367 E. 6th St. 
MArket 3-7636 SUperior 1-8101 


TABULATING 
CALCULATING 
TYPING 
TEMPORARY OFFICE 

, PERSONNEL 
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New Marketing Text! 


MARKETING: SELECTED CASE PROBLEMS, 


by GEORGE R. TERRY, Northwestern University 


This new book is a collection of 57 selected and 
tested marketing case problems. They cover all 
the major fields of marketing. There are many 


new features including: a 6-case section on 


more than half the cases are 
brand new—expanded cases on the consumer 
and marketing, wholesaling, retailing, and ad 
vertising. 


merchandising 


226 pages Published 1956 


SELECTED CASE PROBLEMS IN RETAILING 


by DAVID E. FAVILLE, Stanford University 


This new text contains 97 case problems in re- 
tailing, covering all major retailing topics. Cases 
have been class tested, chosen to represent both 
large and small retailing enterprises. They may 
be used in any order. Index keys problems to 


standard retailing texts. Special stress placed on 
branchstore movement, suburban shopping 
centers, self service, self selection, night store 
openings, vendor and employee relations 


244 pages 534” x 83%” Published 1956 


PRINCIPLES OF ADVERTISING 


by PHILIP WARD BURTON, Syracuse University 


This text is written in a down-to-earth style that 
makes for good readability. It covers all areas of 
advertising: media, creative work, production, 
research, and social and economic aspects. Much 
of the material has never been included in a 
textbook before. The discussion of the agency in 


relation to the client's advertising department, 
for example, is full of new material. The book 
also devotes much attention to the retail field 
and to budgeting. Illustrations of actual ad 
vertising practice are drawn almost exclusively 
from advertising of the past five years 


541 pages 6" x9” Published 1955 


ELEMENTS OF MARKETING, 5th Ed. 


by PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, all of University of IMlinois 


A complete, up-to-date marketing text, prac 
tical in approach, ELEMENTS OF MARKET- 
ING, Sth Edition, covers both problems and 
techniques. The most popular text in the field, 


ENGLEWOTD { 


it presents the newest terms, the latest tech 
niques, the most recent court rulings, in simple 


casy-to-understand language 


968 pages 6" x9” Published 1952 
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Consultation 

© Questionnaire Formulation 
© Pre-testing 

e Interviewing 

© Tabulation 

e Report Presentation 


FOR 


e Market Studies 
© Product Testing 
e Advertising Studies 
. . Copy Testing 
. . Readership 
© Dealer & Executive Studies 
e Consumer Panels 
Media Audience Studies 


¢ Sampling—Quota or Probability 


@ Obtained in urban and rural 
communities throughout the U. S. 


MARKETSCOPE RESEARCH COMPANY 


a Marketing and Opinion Research 
154 WASHINGTON STREET. NEWARK. NEW JERSEY 


AL OF MARKETING in writing advertisers 


| | 
| | 
| 
| | 
| | 
| 
| 
| 
| | 
| 
| | 
Please mention the 


a professor’s pre-publication comment 


“It is just the thing I have been looking for to use in my advanced adver- 
tising course. I teach copy the first term, along with layout and campaign 
planning . . . | have long wondered why an author did not take the rich findings 
of copy research and psychological applications and write a copy book from 
this angle. This is just what DeVoe has done! . . . This book pulls together for 


them the rich sources, and applies them to the task of copywriting. DeVoe’s 
scholarship is superb.” 


EFFECTIVE ADVERTISING 
COPY 


by MERRILL DEVOE 
Marketing and Advertising Consultant 


This practical text, designed especially for classroom use, covers the com- 
plete ad—both as a selling agent and as a piece of effective writing. The empha- 
sis throughout is on the universality of copy principles and their application 
to all media. Practicing ad men as well as instructors will find this book helpful. 


The Macmillan E 


60 FIFTH AVENUE, NEW YORK 11, N. Y. 
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The new 2nd Edition of a vital 
source book... 


| 
| 
| 
GOVERNMENT STATISTICS | 
for BUSINESS USE 

| 


Edited by Puitie M. Hauser, University of Chicago, and WILLIAM R. 
LEONARD, Statistical Office of the United Nations. 


Revised and rewritten, the second edition of this time-saving guide to govern- 
| ment statistics now reflects the many recent significant changes that have occurred 
in the largest collection of statistics in the world. Outmoded material has been dis- 
| carded, new chapters——"Some Uses of Sampling and Sampling Aids” and ‘‘Inter- 
national Statistics”—have been added. The present edition deals with such im- 
| portant fields of economic activity as: Pa ob eae national income, industry, dis- 
tribution, finance, transport, prices, labor, and population. It describes the content 
and purposes of the main series of federal statistics and indicates their applications 
| to business and investment economics. 
The 20 experts contributing to the volume discuss the changes that occurred in 
| the series and include a survey of the kinds of data that may be expected from 
the 1955 economic censuses. In addition, the work shows where the statistics 
| referred to may be obtained. 
One of the WILEY PUBLICATIONS IN Statistics, Walter A. Shewhart & S. S$ 
| Wilks, Editors. 


1956 440 pages $8.50 


MEASURING BUSINESS CHANGES 


A Handbook of Significant Business Indicators 
By Richard M. Snyper, E. 1. du Pont de Nemours & Co. 


Shows how to choose and use fifty key indicators you need to interpret and 
forecast conditions in the business world. In handbook format, the work reveals 
the nature and significance of these indicators, and the uniform treatment of each 
group shows their —— strengths and limitations. The arrangement of the 
material makes the boo! 


convenient for both reference and study. 


1955 382 pages $7.95 


Send for examination copies. 


JOHN WILEY & SONS, Inc., 440-4th Ave., New York 16, N.Y. 
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Responsible Tabulating 


Good research is not an accident. It is the result of sound assumptions 
translated into a well-designed questionnaire, capable field work, and 
a discerning analysis following responsible tabulation of the data. 


Our business is research tabulation. The application of years of experi- 
ence enables us to compile our clients’ research with accuracy, rapidity 
and economy. Here is how we put our knowledge to work for you: 


PLANS assurance that the best methods are used. 


| 


< Your qualified liaison man. 


<Your schedule is met. 


EDITING & HAND- 18M KEY. MACHINE CALCULATING 
CODING TABULATION PUNCHING TABULATION DEPARTMENT 
DEPARTMENT DEPARTMENT DEPARTMENT DEPARTMENT 


As you can see, our formula is clean-cut and realistic. But in addition it 


contains a principle, that of serving well to help foster good research. 


Barnard, Inc. 
A completely independent organization 


432 Fourth Ave. N.Y.C.16 MUrray Hill 9-6250 
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BURKE MARKETING RESEARCH, INC. 


2374 Kemper Lane, Cincinnati 6, Ohio 


Announcing .. . 


The Continuous Operation 
Of The 


BURKE 
TV LABORATORY 


for testing 
television commercials 


Write for brochure describ- 
ing Burke’s standard tech- 
nique and other facilities for 
special TV commercial tests. 


Celebrating twenty-five years of service to America’s leading ad- 
vertisers and advertising agencies. 


CINCINNATI MINNEAPOLIS DAYTON PHILADELPHIA 


ComMPANY AMERICAN MARKETING ASSOCIATION 
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ROLAND VAILE 


With this short biography of Professor Roland Vaile, 1ne JOURNAL OF MARKETING 15 
inaugurating a new feature designed to pay tribute to outstanding men in the field of 


marketing. A Committee on Biographies 


as been appointed to carry out this assignment. 


Distinguished men of the past and those of the present who are entering retirement will 
be presented in this series. The order in which the men selected appear in the series is, of 


course, not a ranking. 


Professor Vaile, as the first yournat. Editor to announce his retirement, begins the se- 
ries. Subsequent issues of THE JOURNAL will carry similar statements of men who have 
contributed in an outstanding way to the thought and development of marketing. 


HEN Roland S. Vaile retired at the 
Wena of the academic year 1954-55, 
the University of Minnesota lost one of its 
great teachers, authors, faculty statesmen, 
and scholars. Roland Vaile’s active, in- 
quiring mind and scholarly interests 
could not be narrowly confined within 
the field of marketing. In his teaching, 
research, and writings, he touched an ex- 
traordinary variety of problems and facets 
of marketing in addition to other areas 
of knowledge. He has had the thrill of 
being a pioneer and innovator as well as 
attempting a better integration between 
fact and theory. These characteristics 
showed themselves early in his career in 
his work in the field of orchard manage- 
ment at the Citrus Experiment Station in 
Southern California. His 1924 study of 
orchard practices in the citrus industry 
was considered one of the best farm man 


Editor-in-Chief 


agement studies of that period. He was 
one of the first to use multiple correlation 
procedures in this field. His 1927 paper 
on the long-term effects of cooperative 
marketing used a particularly interesting 
approach to the analysis of the diffusion 
of benefits from cooperative marketing, 

Perhaps the leading example of his abil 
ity in innovation was his Economics of 
Advertising, published in 1927. This vol 
ume, so he stated, sternmed from his years 
of experience with the sales problems of 
the California citrus industry together 
with the inquisitive insistence of his stu- 
dents. Prior to Roland Vaile’s study, the 
discussions of the significance of advertis 
ing were either highly partisan or frag 
mentary and incidental. Vaile’s volume 
displayed the combination of theoretical 
and empirical analysis that has been char- 
acteristic of all of his work. 
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During some 30 years Roland Vaile 
ranged over many of the important as- 
pects and problems of marketing in the 
classroom and in his writings. Our library 
in Berkeley, for example, contains 20 
books, monographs, and special studies 
under his name alone or in collaboration. 
Thirty-four other papers in academic 
journals and similar publications are 
known to this writer. On several occa- 
sions, also, he has acted as editor of vol- 
umes and research series. From April 
1937 until the spring of 1941, he was the 
editor of THE JOURNAL OF MARKETING. His 
influence was very important in the de- 
velopment of THE JOURNAL. 

In addition to the topics already men- 
tioned, his prolific pen has contributed to 
the analysis of the marketing of several 
commodities, including citrus fruits, gro- 
cery products, coal, grain, flour, and gas- 
oline. He produced also a number of note- 
worthy functional studies dealing with 
storage and warehousing, transportation, 
advertising and selling. He investigated 
and reported on various aspects of mar- 
keting organization, including agricul- 
tural and consumers cooperatives, retail- 
ing, wholesaling, and the organized 
commodity exchanges. He participated in 
or directed the investigation of a number 
of broad, interesting, local community 
studies in Minnesota, especially of Red 
Wing. The focus of attention in the Red 
Wing study was the impact of war and 
peace on community problems and or- 
ganization. He concerned himself often 
with currently important national issues 
such as the impact of the depression on 
modes of consumption, the economic ef- 
fects of the National Industrial Recovery 
Administration, economic planning, gov- 
ernmental economic controls, and anti- 
trust problems and policies. He visited 
portions of Asia and for years taught a 
course dealing with the economic systems 


of Asia, and published an important 
paper dealing with Southeast Asia. He al- 
ways had a major interest in the field of 
income and consumption in which he has 
long been a well-recognized authority. 
His 1938 and 1951 books on income and 
consumption in collaboration with Helen 
G. Canoyer gave him a high position in 
this significant area of economic and mar- 
keting analysis. 

For years he has participated in the dis- 
cussions and endeavors to develop a better 
“theory” or framework for the study of 
marketing. Although he has ranged 
widely, his basic orientation was from 
economic analysis. He contended that 
marketing still had a long way to go in 
utilizing the available theoretical eco- 
nomic apparatus. Even in his work in the 
field of consumption, where he drew 
upon other social sciences, he held that 
the basic issues for marketing are clus- 
tered around those of economic rational- 
ity. Perhaps this outlook stemmed from 
his initial work in the field of agricultural 
economics. This same orientation showed 
itself in his collaborative endeavor (pub- 
lished in 1952) to interpret the role and 
functioning of marketing in the Ameri- 
can economy. He was much more con- 
cerned with the economic and _ social 
effects of marketing than in its business 
aspects. Yet, he has been exceedingly ex- 
pert in the business and managerial as- 
pects of marketing. 

The literature of marketing will long 
bear the imprint of Roland Vaile, both 
in its general character and in the ex- 
amination of specific products, areas, insti- 
tutions, and problems. In the words of a 
contemporary scholar at another univer- 
sity, “When future students of marketing 
attempt to trace back into the past con- 
cepts with which they are dealing, almost 
regardless of the topic they are studying, 
they are likely to discover that Professor 
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Vaile has been there before them. They 
will find his observations original and 
realistic, his suggestions challenging, and 
his conclusions filled with an authentic 
wisdom which few of his contemporaries 
have equalled.” 

Yet, Roland Vaile is probably an even 
greater teacher than writer. According 
to one of his former colleagues, “His grad- 
uate students appreciated his careful and 
intelligent advice; his capacity to open up 
new areas for exploration by those stu- 
dents interested and willing to investigate 
them; his “steel trap” mind combined 
with patience and understanding of the 
slower thinkers; his interest in earnest 
and sincere students and his willingness 
to spend unlimited time and energy to 
help students. . . . His unusual ability 
to translate the theoretical into the prac- 
tical have been valued by all of his stu- 
dents. . . . He brought to the solution 


of a problem great insight, excellent judg- 


ment and quick evaluation of the critical 
factors involved.” 

Finally, it should be noted that Roland 
S. Vaile was an active leader of the faculty 
of the University of Minnesota in general 
and in the School of Business Administra- 
tion in particular. The integrity and high 
standards and breadth of interests that 
characterized his teaching and research 
brought to him high responsibilities and 
opportunities in faculty government. 


E. T. Gretuer® 
University of California 


* 1 wish to acknowledge the helpful assistance of 
the following persons in preparing this biographical 
interpretation: Wroe Alderson, Helen G. Canoyer, 
Henry E. Erdman, Edwin H. Lewis, and Edmund 
D. McGarry. Any felicities of expression or interpre- 
tation should be credited to these persons. The por- 
trayal of the life and contributions of a respected 
colleague and friend would be a completely pleas- 
urable experience were it not for the inevitable 
weaknesses of language in painting such a picture. 


ADVANTAGES OF THE LARGE FIRM: 
PRODUCTION, DISTRIBUTION, AND 
SALES PROMOTION 


JOE S. BAIN 
University of California 


QUESTIONS AT ISSUE 


Policy Issues 

N recent decades, an important aspect 
I of American industrial organization 
has been the existence in many industries 
of high seller concentration—of concen- 
trated oligopolies wherein a very few 
dominant firms supply most of the output 
—and, concomitantly, of firms of very 
large absolute size. This situation has 
posed a number of problems for public 
policy, one group of which is considered 
here. They concern the character and ex- 
tent of the advantages which large firms 
have over smaller ones and, derivatively, 
the social desirability and feasibility of 
measures which would require a decrease 
in seller concentration in industries of 
concentrated oligopolistic structure. To 
what extent in these industries do econ- 
omies of large firms justify the existing 
degree of concentration, and to what ex- 
tent could deconcentration be imposed 
without raising the costs of supplying 
goods? In view of the character of the ad- 
vantages of large firms, what sorts of pub- 
lic policy measure, if any, would suffice to 
secure deconcentration efficiently and 
more or less permanently? 


Economic Questions 
In the vocabulary of economic theory, 
we ascertain several implied questions: 


1. What are the character and extent 
of economies of large-scale production in 
various concentrated industries via large 
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plants or multiplant firms, and how large 
are existing firms as compared to the min- 
imum size required for maximum eff- 
ciency? 

2. What are the character and extent 
of economies of large-scale distribution of 
goods and services in various concen- 
trated industries, and, again, what about 
the actual sizes of existing firms? 

3. What are the character and extent 
of advantages of large-scale sales promo- 
tion, and what are their implications with 
reference to the policy questions posed? 


Other questions are also implied, such 
as that regarding the relationship of scale 
of firm to effectiveness in propagating 
progress in product and technique, but 
the analysis is restricted here to the three 
just enumerated. 


Development of Findings 

These questions have been treated at 
length in a priort economic theory but 
on the whole inconclusively. The highly 
qualitative indications of the theory have 
done little more than to pose the essen- 
tially empirical questions involved. And 
economists have been slow in developing 
satisfactory factual answers. This paucity 
of essential information encouraged the 
author several years ago to undertake a 
systematic study of twenty manufacturing 
industries—seventeen of them either mod- 
erately or highly concentrated—empha- 
sizing among other things the economies 
and other advantages of large-scale firms. 
The industries sampled—omitting those 
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of rather low concentration—include 
those producing cigarettes, soap, distilled 
liquor, meat, automobiles, fountain pens, 
typewriters, rubber tires, petroleum prod- 
ucts, farm thachines, tractors, steel, cop- 
per, cement, gypsum products, rayon, and 
“tin cans.” Some tentative suggestions 
concerning possible or probable answers 
to the three questions stated—restricted 
to concentrated manufacturing industries 
alone—are offered here. They consist in 
part of a summary report on empirical 
findings and in part of some ad hoc theo- 
rizing based on these findings. 


ECONOMIES OF LARGE-SCALE PRODUCTION 


Basic Questions 


The first question concerns economies 
of scale in production and refers to the 
extent to which unit costs of production 
(to but not beyond the factory gate) de- 
cline as the scale of the plant or firm in- 
creases. Here, the two strategic issues in 
any industry are (a) what is the minimum 
optimal scale of the plant or firm—that is, 
the smallest size at which lowest cost can 
be attained—and (b) how rapidly do unit 
production costs rise as scale is made suc- 
cessively smaller than the minimum op- 
timal? These questions may be. asked, in 
turn, with respect to the scales of individ- 
ual plants and of multiplant firms. 
Findings 

Production economies of plant scale in 
the seventeen moderately or highly con- 
centrated manufacturing industries do 
not follow any single pattern. A first in- 
dicator of the extent of such economies is 
the percentage of market output which 
will be supplied by one plant of minimum 
optimal scale. Referring either to the un- 
segmented national market or the largest 
separate regional or product subriarket 
in cases where the national market is seg- 
mented, this minimum optimal scale is 


estimated to run above 10 per cent of mar- 
ket output in six of the seventeen indus- 
tries, between 5 and 714 per cent in an- 
other six, and below 5 per cent in the 
remaining five. Many of the plant-scale 
curves, however, are apparently fairly flat 
so that plant scales may be reduced to one 
half or even one fourth of the minimum 
optimal while elevating unit production 
cost by only 2 or g per cent. When the 
shape of plant-scale curves is taken into 
account, the seventeen industries fall into 
groups as follows: 


In two, plant-scale economies are very im- 
portant, in the sense that the output of a 
plant of minimum optimal scale exceeds 
10 per cent of the designated market out- 
put, and unit costs would be up at least 
moderately at one-half optimal scale. 
In fie, plant economies are moderately 
important in that the output of a plant 
of minimum optimal scale is around 4 or 
5 per cent of the designated market out- 
put, and unit costs would be up moder- 
ately at one-half optimal scale. 

In six, plant economies are unimportant, 
either because a plant of minimum op- 
timal scale would supply a small percent: 
age of market output or because plant 
scale curves are almost flat back to very 
small scales. 

In four, information does not permit def- 
nite classification, but in two of these im- 
portant scale economies may well be pres- 
ent. 


The extent of the advantage of large 
firms via large plants for production is 
variable among concentrated industries; 
there is no central tendency. 

In any event, economies of plant scale 
are not generally sufficient to explain the 
existing sizes of larger firms in these in- 
dustries, as they ordinarily have grown 
to scales much larger than those of mini- 
mum optimal plants. Some indication of 
this is given by expressing the average size 
of the first four firms in each industry as 


= 
7 
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a multiple of the estimated size of one 
minimum optimal plant, overlooking the 
shape of the plant-scale curve. The num- 
ber of minimum optimal plants which a 
firm of the average size of the first four 
firms could contain is: 


one to two in four industries; 

three to five in six industries; 

seven to nine in five industries; and 
twelve to seventeen in two industries. 


Of course, the size of the single largest 
firm in an industry will, in general, be a 
larger multiple of the size of an optimal 
plant and of the fourth firm, a smaller 
multiple. 


Deconcentration and Plant-Scale Econ- 
omies 

A related question is how much decon- 
centration could be imposed or obtained 
without sacrificing economies of large 
plants. Pursuing a purely arithmetical op- 
eration with the statistics available (and 
overlooking many essential details, in- 
cluding the shape of plant-scale curves), 
the following appears. In thirteen of the 
seventeen industries, concentration is 
quite high—from 65, to go per cent of the 
national market is controlled by the first 
four firms, and the modal percentage is 
about 80 per cent by four. For such indus- 
tries on the average, deconcentration of 
the top four firms down to optimal one- 
plant firms would on the average result: 


in no significant change in top-four con- 
centration in two cases; 

in halving the concentration (roughly to 
40 per cent of the market controlled by 
four firms) in two more; 

in reducing it to one third or one fourth 
(roughly to 20 to 25, per cent by four) 
in five more; and 

in reducing it to one eighth or less 
(roughly to from 5 to 10 per cent by 
four) in the other four. 


Actually, practical deconcentration 


could not go quite this far without break- 
ing up plants, since, for example, a few 
plants of the large firms in most industries 
are built to superoptimal scale. On the 
other hand, flat plant-scale curves in some 
cases would permit greater deconcentra- 
tion without much loss. In general, the 
numbers calculated indicate—possibly 
with some overstatement—the general 
possibility of deconcentration consistent 
with maintaining efficient plants. If plant 
economies were the only consideration, 
very significant decreases in concentra- 
tion as measured for national markets 
could be obtained without sacrifice of 
efficiency. It is worthy of note, however, 
that in about one third of these thirteen 
cases, the present multiplant develop- 
ment of the large firms involves special- 
ization of plants to separate regional or 
product markets and that in these cases 
deconcentration down to one-plant firms 
would have a much smaller (and some- 
times negligible) impact on the effective 
seller concentration within distinct re- 
gional or product submarkets included 
within national industries. In the other 
two thirds of cases, a stronger impact on 
market structure as it affects competition 
might be expected. 

In the other four industries where con- 
centration runs lower, with around go to 
50 per cent of the market being controlled 
by four firms, national concentration 
could be reduced to around 5- to 10-per 
cent control by the four largest firms with- 
out encountering inefficiencies of small 
plant, but in each case there is regional or 
product segmentation of the market so 
that the impact on concentration in in- 
dividual markets would be less, though 
generally significant. 


Deconcentration and Multiplant Econ- 
omies 


The question now arises whether, 
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given the apparent insufficiency of pro- 
duction economies of large plants to ex- 
plain existing concentration, there are 
nevertheless economies of large and ordi- 
narily multiplant firms which do justify 
or explain this concentration. Here, econ- 
omies in production are distinguished 
from those in physical distribution of 
goods; reference is made to the former 
now, economies in distribution being re- 
served for later discussion. 

According to estimates developed, mul- 
tiplant economies of production are prob- 
ably absent or negligible in most of the 
seventeen industries examined and are 
present, though relatively small, in a mi- 
nority of them. Small multiplant produc- 
tion economies (around 2 or per cent of 
cost) were indicated in three of the seven- 
teen industries examined. The economies 
were held to result from greater efficiency 
in some or all of the following: central 
management, accounting and financial 
departments, legal departments, produc- 
tion control, labor relations, procure- 
ment, engineering, and research and de- 
velopment, and financing costs. In these 
three cases in general, the scale held nec- 
essary for exploitation of such economies 
was roughly such as to justify a firm of the 
average size of the first four in the indus- 
try, though ordinarily not of the size of 
the largest firm. In these cases, according 
to estimates, not much deconcentration 
could be had without at least some sac- 
rifices in productive efficiency. In seven of 
the seventeen industries, the existence of 
perceptible production economies to mul- 
tiplant firms was more or less denied, and 
these included six industries in which 
there is actually a significant degree of 
multiplant development. Here, we have 
an as yet unexplained or unjustified de- 
gree of concentration, which could be sig- 
nificantly reduced without imposing 
inefficiencies in production. In the re- 


maining seven cases, no definite estimates 
on multiplant production economies 
were developed, and we can only specu- 
late as to how these seven industries (most 
of them with distinct multiplant develop- 
ments in their large firms) may ultimately 
be classified. 

Our findings on multiplant production 
economies alter slightly our previous con- 
clusions on the possibilities of deconcen- 
tration without production diseconomies. 
The list of industries in which much 
deconcentration would raise production 
costs is increased from two to five indus- 
tries out of seventeen; for the seven 
remaining industries, there is an un- 


demonstrated possibility of multiplant 
economies in production. 


ADVANTAGES OF LARGE-SCALE SALES 
PROMOTION 


For reasons developed below, the ad- 
vantages of large-scale sales promotion are 
considered next, saving for the last econ- 
omies of scale in physical distribution. 


Definition and Scope of Scale Economies 
in Promotion 


Sales promotion here refers to activities 
designed to increase or maintain demand, 
and costs of sales promotion to the costs of 
these activities. Emphasis centers on sales- 
promotion costs borne by the manufac- 
turing firms, directly or indirectly, 
whether or not the activities are carried 
out by personnel of the firms proper. Sales 
promotion and its costs tend to become 
important in cases where the product of 
the industry is readily differentiable— 
and hence in practice differentiated—in 
an important degree. It appears that this 
is the case in about ten of the seventeen 
concentrated industries examined. In 
such industries, amounts ranging from 2 
or 3 up to 6 or 8 per cent of sales revenue 
may regularly be spent on sales promo- 
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tion, mainly either for advertising or for 
the maintenance of exclusive distributing 
outlets which play a role in sales promo- 
tion. 

In these industries, are there systematic 
advantages of large-scale sales promotion 
such that, by increasing the scale of 
its promotional activities and the cost 
thereof, the firm will obtain a lower pro- 
motional cost per unit of sales at a given 
price, a higher price relative to unit pro- 
motional cost, or both? Further, to what 
extent does the existence of such promo- 
tional economies explain or justify the 
existing scales of dominant firms? 

Some relevant empirical observations 
with respect to the ten industries are as 
follows: (1) in each, there are a few large 
firms which hold much larger individual 
market shares than the other firms; (2) 
apparently, they maintain these market 
shares while obtaining either the same or 
higher prices with a sales-promotion ex- 
penditure per unit of sales which gives 
them either no disadvantage or a net ad- 
vantage in per-unit revenue net of sales- 
promotion cost as compared to other 
firms; (3) thus, they have advantages (ac- 
companying and perhaps consequent 
upon large-scale sales promotion) over 
smaller firms—reflected either in larger 
profitable volume with no net price dis- 
advantage or, more frequently, in this 
accompanied by a net price advantage. 
Frequently, these advantages are those of 
the multiplant over the single-plant firm, 
although in some cases they involve com- 
parisons between firms with optimal and 
suboptimal scales of plant. 


Bases for Scale Economies in Promotion 


There are some general institutional 
considerations, moreover, which suggest 
the distinct possibility that in some sense 
large-scale sales promotion will tend to be 
more effective than smaller-scale promo- 


tion. First, it may be that advertising is 
most effectively conducted through na- 
tional media and that an increasing de- 
gree of saturation of these media will, up 
to a point, yield better results per adver- 
tising dollar. Second, sales promotion is 
frequently facilitated by the establish- 
ment and (if necessary) subsidy of retail 
distributive and product-servicing out- 
lets, and an increasing spatial density of 
these outlets over some appropriate mar- 
ket area may confer net sales-promotion 
advantages. One or both of these consid- 
erations appears to operate in each of the 
ten industries in question. 

But whether or not, and in what sense, 
there are systematic functional relation- 
ships of sales-promotion outlay to sales 
volume or to price is a complicated ques- 
tion on both the theoretical and the em- 
pirical level. For example, there is no 
reason to suppose in theory that, if on 
certain assumptions there are such system- 
atic relationships, all firms in the same 
industry—old and new, large and small— 
face the same one. Sales-promotion ex- 
penses, as they are made historically, 
probably alter consumer preferences in 
such a way that subsequent expenses by 
other firms will not be comparably effec- 
tive. Thus, though encountering advan- 
tages of large-scale promotion, small or 
late-comer firms may operate on inferior 
functional relations such, for example, 
that at every commonly attained sales vol- 
ume their unit costs of sales promotion 
are higher than those of the larger, es- 
tablished firms. Further, the net relation 
for a firm of sales-promotion outlay to 
volume or price is not an easy thing to 
define in oligopolistic industries, since 
some sort of assumption about the reac- 
tions of rivals to increased promotional 
cost and volume must underlie the defini- 
tion. The only evident net relation would 
be of a ceteris paribus variety, assuming 
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no retaliatory reaction by rivals. (The in- 
validity of this assumption in practice 
might go a long way to explaining why 
small or new-entrant firms may be de- 
terred from exploiting economies of 
large-scale sales promotion, with othet 
economies of scale, by reaching for larger 
market shares.) Finally, there is the pos- 
sibility that, although the large firms in a 
sense enjoy favored promotional-cost 
positions because they are already big—or 
perhaps more fundamentally because 
they have historically secured absolutely 
preferred positions in consumer prefer. 
ence patterns—smaller or new-entrant 
firms may encounter either no economies 
or even diseconomies of large-scale pro- 
motion in attempting to attain compa- 
rable size. 

How far does the evidence carry us in 
selecting among theoretical alternatives 
beyond indicating that large, established 
firms can typically maintain their dom- 
inant positions on either equal or favored 
terms as compared to small firms con- 
cerned with maintaining or extending 
their positions? Not very far. But the 
weight of assorted evidence tentatively 
favors the notion that small firms would 
be more likely to encounter economies 
rather than diseconomies of extended 
sales promotion if only they would not 
thereby induce competitive reactions 
from their large rivals—and this perhaps 
especially where development of large, 
exclusive distribution networks is a stra- 
tegic phase of sales-promotion strategy. 
But reactions would probably be induced, 
and even if they were not, the smaller 
firms would probably exploit inferior 
functional relationships of promotional 
costs to the results thereof. As to how 
much the scales of large, established firms 
could be reduced without raising the costs 
of maintaining their reduced market 
shares—either with unchanged outlays by 


rivals or because nonprice rivalry was 
stepped up with lowered concentration— 
we have no pertinent information. 


Concentration, Promotion, and Produc 
tion Economies 


Without theorizing further, let us pose 
two policy-oriented questions and at- 
tempt to answer them to the extent that 
our very tentative findings permit: 


(1) Does the existing degree of concentra- 
tion in these ten product-differentiated 
industries permit and is it essential to a 
lowering of sales-promotional costs? 


Given the history of product differen- 
tiation and given the continuation of un- 
restricted efforts by sellers to differentiate 
their products, large firms in these indus- 
tries have and probably will continue to 
have a going promotional advantage. 
This advantage is sometimes reflected in 
lower unit monetary and real costs of con- 
ducting promotional efforts; it is more 
frequently reflected cither in price 
premia with the same or higher promo- 
tional costs or in larger market shares 
with equivalent promotional costs. Some 
sort of virtual social advantage is apparent 
in the former cases, but it is not generally 
apparent in the latter. 

The really relevant question in either 
event, however, is what sort of change in 
unit promotional costs a deconcentration 
involving splitting up of larger firms 
would entail. If we assume the continua- 
tion of unrestricted sales-promotional ef 
forts after deconcentration, the answer is 
that we don’t know, though increased pro- 
motional costs due to diseconomies of 
smaller-scale promotion and to increased 
nonprice rivalry are a distinct possibility 
and thus a hazard. 

If we were to assume a fundamental 
and effective attack on the bases of exist- 
ing product-preference patterns—large 
scale national advertising and distributive 
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integration or quasi-integration—then 
lower promotional costs might be had 
either with or without deconcentration, 
but deconcentration probably would not 
raise promotional costs much. Further, 
market forces alone might then induce 
deconcentration. With unrestricted pro- 
motional effort, as at present, the pattern 
of promotional advantages of large firms 
supports and perpetuates high concentra- 
tion even in the face of substantial growth 
of markets; this probably would not be so 
in an important degree if the bases of 
product differentiation were altered. In 
general, in these product-differentiated 
oligopolies, an effective and economical 
deconcentration policy would probably 
require some fundamental attack on the 
bases of contemporary product differen- 
tiation and sales promotion. 


(2) Is the current exploitation of appar- 
ent advantages of large-scale sales promo- 
tion essential to the realization of econo- 
mies of large-scale production? That is, 
would lower concentration—perhaps in- 
duced by competition in the absence of 
these advantages—give us firms of ineffi- 
ciently small scale from the standpoint of 
production? 


This is an old chestnut, somewhat 
bruised by careless handling. Among the 
handlers are those who have concluded 
that, because in abstract theory very large- 
scale sales promotion up to some point 
could be essential to exploiting large-scale 
production economies, therefore in fact 
it was—even to the point of justifying ex- 
isting degrees of concentration in highly 
concentrated, product-differentiated in- 
dustries. 

For one answer to this question, it is 
sufficient to refer to findings on the extent 
of production economies. In eight of the 
ten industries in question, the average 
size of the first four firms (all involving 
multiplant scales) is substantially sreater 


than would be required to exploit all evi- 
dent production economies of large plant 
or of multiplant firms. Therefore, decon- 
centration consequent upon an inability 
to exploit so effectively advantages of 
large-scale sales promotion could proceed 
a significant distance without making 
production less efficient than it is. Advan- 
tages of large-scale sales promotion and 
related phenomena have enabled the 
dominant firms in these industries to be- 
come on the average a good deal bigger 
than productive efficiency probably re- 
quires. Whether or not a particular re- 
vision in the opportunities for product 
promotion would tend to lead to too 
much deconcentration cannot be an- 
swered in simple terms; it would depend 
on the nature of the revision and on ef- 
fects of it which are not realistically pre- 
dictable. 

In two of the ten industries—both with 
large optimal plant scales from the stand- 
point of production—any substantial de- 
concentration would probably impose 
diseconomies in production, and it is 
quite possible that the exploitation of 
existing promotional economies facili- 
tates the maintenance of an efficient de- 
gree of concentration in production. In 
these cases, any partial tampering with 
the bases of sales promotion could have 
adverse results. In general, it is not con- 
sistent with the facts to paint all industry 
with one brush. 

For another answer, it is reasonably 
clear that, with the substantial elimina- 
tion of product differentiation and sales 
promotion, there would be no excep- 
tional intrinsic barriers within competi- 
tive processes to the attainment of an 
efficient degree of concentration in pro- 
duction. This can be demonstrated in 
theory; that it works out in fact is sug- 
gested by the finding that in the seven 
industries of our sample in which prod- 
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uct differentiation is of slight or negli- 
gible importance, the incidence of ineffi- 
cient plant and firm scales is on the 
average proportionally about the same 
as in the industries with strong product 
differentiation. It is conceivable, of 
course, that we might discover or impose 
some peculiar pattern of restricted prod- 
uct differentiation which conduced to 
productive inefficiency. 


ADVANTAGES OF LARGE-SCALE 
DISTRIBUTION 


Have advantages of the large firm been 
fully covered? One possibility has been 
reserved—advantages of the large firm in 
physical distribution, including outship- 
ment freight costs, handling, order taking 
and filling, storage, administration of dis- 
tribution functions, etc. Do large firms 
have such advantages? And do such ad- 
vantages extend so that a firm can realize 
them more fully by growing to a size 
greater than that of one plant of mini- 
mum optimal size from the standpoint 
of production? 


Types of Physical Distribution Econo- 
mies 

In general, it appears that there are 
three main sorts of physical distribution 
economies. One might be referred to as 
central distribution economies, reflecting 
primarily economies realized in conduct- 
ing a larger distribution operation from a 
single plant. These will reflect economies 
of mass or bulk in transactions—handling, 
shipping, and so forth, from the plant— 
offset in some degree by diseconomies 
of rising average costs of outshipment 
freight as volume expands and more dis- 
tant customers are reached. They will 
result in some distributional optimum 
scale for the plant. It is conceivable, 
though not necessary, that these central 
distribution economies of the plant will 


be reinforced by further central econo- 
mies of the multiplant firm, resulting in 
the main from more efficient administra- 
tion of central distribution functions of 
plants. 

A second might be referred to as nodal 
distribution economies, realized in the 
performance of distribution functions at 
and through particular geographical 
nodes—such as recognized wholesaling 
and retailing centers—throughout the 
country. These economies are roughly 
those of mass or bulk in the volume pass- 
ing through any node. 

The third sort of economy is potentially 
encountered only if two or more distribu- 
tion nodes must for some reason be 
reached by the single firm and if the 
shipping cost of the product is significant. 
It is an economy to the scale of firm, re- 
flecting a reduction in outshipment 
freight costs to individual nodes which 
must be reached, through a multiplant 
development involving regional disper- 
sion of plants. 


Importance of Distribution Economies 
How important is each of these econo- 
mies in practice? As we attempt to an- 
swer this question, we find that the indus- 
tries of our sample fall into two groups. In 
the first group of about eight industries, it 
is generally true (a) either that product 
differentiation is unimportant or that 
sales promotion effort is effectively con- 
ducted on a local or regional basis, so that 
national sales promotion does not confer 
significant advantages; and (b) that the 
firm is able without sales-promotion dis- 
advantage to concentrate its distribution 
in a single region. In these cases, neither 
nodal economies nor multiplant freight 
economies are likely to be critical. The 
firms need to use no greater a number of 
nodes than are required for a volume to 
exploit the central distribution econo- 
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mies of one plant (plus possible multi- 
plant central distribution economies); 
nodal economies will increase scale re- 
quirements only if they require at single 
relevant nodes larger scales than central 
plant economies of distribution do. 

In the eight industries in question, the 
evidence roughly and generally is (a) that 
relevant single-node economies do not 
require larger scales than central plant 
economies do; (b) that multiplant central 
economies of distribution are not signifi- 
cant; (c) that the central distribution 
economies of plants are thus critical or 
strategic, the optimal scales for distribu- 
tion not exceeding those determined by 
central plant economies; and (d) that the 
distribution optima for plants are not 
greater than the production optima, so 
that scale and concentration require- 
ments are not increased by the incidence 
of distribution. In these industries, that 
is, one-plant firms would tend to be efh- 
cient in both production and distribu- 
tion except so far as multiplant economies 
of production were encountered. 

This is not to deny that many of the 
firms in these industries do have multi- 
plant organization and do make multi- 
node and even nationwide distribution 
economical by being so organized. The 
point is that this multinode distribution 
is pretty much optional from the stand- 
point either of evident distribution econ- 
omies or of evident sales-promotional 
advantages so that production-economy 
requirements rather fully specify what 
scales are needed for efficiency in any 
sense. 


Differentiation and Nationwide Promo- 
tion 

There is a second group of about eight 
industries, however, to which the preced- 
ing observations do not generally apply. 
In these industries, product differentia- 


tion and sales promotion are important, 
and in addition promotional effectiveness 
generally appears to require nationwide 
promotion—generally through advertis- 
ing via national media and also in some 
cases through nationwide distributive 
and servicing outlets. The firm is at a 
substantial and often overwhelming dis- 
advantage if it attempts to promote sales 
locally or regionally; thus, it generally 
operates on a sales-promotion function 
presupposing nationwide promotional 
effort. If this is so, the firm must in gen- 
eral match its nationwide promotional 
effort with multinode distribution over 
a wide area, dispersing its output among 
many nodes. And if that is so, both nodal 
economies and multiplant freight econo- 
mies in reaching many nodes definitely 
affect the determination of the most efh- 
cient scale and organization of the firm. 
For maximum efficiency (presupposing 
multinodal or nationwide distribution), 
the firm requires something like a total 
scale for production at least equal to the 
aggregate of the minimum optimal scales 
for distribution at all nodes to be reached. 
In addition, it requires such a geographi- 
cal dispersion of plants as will minimize 
total outshipment freight plus produc- 
tion costs when distances, unit freight 
costs per unit of distance, and production 
economies of the plant are taken into ac- 
count. Total scale requirements may ex- 
ceed the sum of nodal optima if freight 
costs are important and production econ- 
omies of individual plants require large 
scales. Given these requirements, it is con- 
ceivable that the optimal scale of the firm, 
from the standpoint of production plus 
distribution economies, could be quite 
large and could substantially exceed the 
optimal scale for production alone. A 
great deal depends, of course, on the ex- 
tent of nodal economies in distribution 
and on the importance of freight costs. 


PRODUCTION, DISTRIBUTION, AND SALES PROMOTION 
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The evidence on the importance of 
such scale economies of conducting na- 
tionwide distribution is far from com- 
plete. Briefly, existing multiplant scales 
of large firms are expressly justified on 
the basis of distribution economies in 
estimates for two of the eight industries 
involved, and in four others the accumu- 
lated evidence suggests that such econo- 
mies are probably present in a degree such 
as to justify at least a considerable excess 
of firm scale over that of single plant 
which is optimal for purposes of produc- 
tion. But in none of these cases can we 
state definitely whether larger scales than 
attained would be still more efficient, or 
whether somewhat smaller scales would 
be just as efficient. Both possibilities are 
open. In the remaining two industries 
involved, multinodal distribution econo- 
mies enter, but the apparent optimal 
scales for distribution do not much ex- 
ceed the rather large optimal plant scales 
for production. 

Over all, it appears possible that there 
is an important category of concentrated 
industries—those selling highly differenti- 
ated consumer goods in situations where 
nationwide sales promotion is the supe- 
rior alternative to the firms—in which dis- 
tributional economies of increased firm 
scale in a sense justify much larger scales 
of firm and higher degrees of concentra- 
tion than production economies alone 
would. They may—in that sense—justify 
somewhat less, as much, or even more 
concentration than we have at present. 

It is, however, a very special sense in 
which they do this—that is, subject to the 
condition that there will be unrestricted 
sales-promotion activity and that firms in 
these industries will generally find it ad- 
vantageous to pursue nationwide sales- 
promotion policies. If we concede this, 
then distributional economies probably 
tend to justify much larger scales than 


production economies do. Moreover, in- 
tensive exploitation of advantages of 
large-scale sales promotion may then be 
held to be conducive to the realization 
of physical distributive efficiency. If we 
do not concede it, and suppose the alter- 
native either of no sales promotion or of 
its restriction to regions or localities, then 
the order of distributional economies just 
discussed dwindles in importance toward 
a vanishing point, and our earlier conclu- 
sions about the concentration require- 
ments for efficiency would probably not 
be seriously altered. 


DECONCENTRATION AND OVER-ALL 
FCONOMY 


Let us now return to our main policy 
question. All things considered, could 
substantial deconcentration of concen- 
trated industries be consistent with over- 
all economy in production, distribution, 
and sales promotion? Considering pro- 
duction economies alone, we concluded 
that very much deconcentration might 
interfere with production economies 
(plant or multiplant) in five of seventeen 
industries, but that in the others signifi- 
cant deconcentration without inducing 
productive inefficiency was either pos- 
sibly or probably feasible. Of these other 
twelve industries, it would appear that in 
six more industries selling nationally dis- 
tributed consumer goods, distributive 
economies of very large firms may well 
justify existing concentration and exist- 
ing multiplant scales so long as unre- 
stricted nationwide sales promotion is 
presupposed. In these industries, more- 
over, the large firms have superior effi- 
ciency in promotion. In five of the remain- 
ing six industries (omitting one for lack 
of certain data), deconcentration might 
proceed a considerable distance without 
impairing either productive or distribu- 
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tive efficiency and, in nearly all cases, 
without much impairing effectiveness in 
sales promotion. 

There is thus a sphere within concen- 
trated industries—in our sample, a little 
less than one third of the industries ex- 
amined—in which considerable decon- 
centration could probably be imposed 
with impunity if efficiency is the concern. 
There is another sphere—again, a little 
less than one third of industries in our 
sample—where production economies 
would probably be at least somewhat im- 
paired by any significant degree of decon- 
centration and, in some cases, distribu- 
tional and sales-promotional economies 
also. There is yet a third sphere—in our 
sample, over one third of the industries 
examined—in which the interaction of 
the exploitation of nationwide sales-pro- 
motion opportunities and of economies 
of scale in nationwide distribution confer 
lower promotion-plus-distribution costs 


on very large firms, and in which decon- 
centration might well be an uneconomi- 
cal operation unless the institutional 
bases of sales promotion were seriously 
and directly altered. Deconcentration per 
se in this area would be a questionable 
operation; deconcentration together with 
alterations of the bases of product dif- 
ferentiation and sales promotion would, 
if feasible and desired, probably be eco- 
nomical. 

Various policy suggestions have been 
implied or stated as the issues involved 
have been discussed. In the interest of 
brevity, only one summary statement and 
one policy conclusion are offered. The 
character and incidence of advantages of 
scale are complicated and are variegated 
as among concentrated industries. Pend- 
ing a development of regulatory law not 
yet attained, deconcentration measures 
ought to be highly selective and perhaps 
hand-tailored. 


MEDIA RESEARCH: A TOOL FOR EFFECTIVE 
ADVERTISING 


LEO BOGART 
Associate Director of Research 
McCann-Erickson, Inc. 


BOUT $10,000,000 is spent every year 

on the study of advertising media— 

by the media themselves and by adver- 

tisers and their agencies. This media 

research ranges in scope from vast nation- 

wide surveys to minor analyses of existing 
records and data. 

Media research is concerned with all 
knowledge that permits efficient selection 
of media to advertise a particular prod- 
uct. This includes data on the size, dis- 
tribution, and characteristics of audiences 
as well as pertinent descriptions of the 
media themselves and of their utilization 
by advertisers. 

Research is by no means the only basis 
for the media planning of advertisers and 
agencies, although it has gained greatly 
in importance in recent years. Many 
media decisions are still made on the basis 
of tradition or to follow the leader. Media 
may be chosen to impress the trade rather 
than the customers. Private friendships 
and tastes may outweigh professional con- 
siderations. 

One businessman for a long time re- 
sisted putting his company into televi- 
sion, though most of his competitors were 
strongly in the medium, because he was 
certain that only the poor and unedu- 
cated had television sets. He admitted 
that there was one in his own home but 
pointed out that it was in the servants’ 
quarters. 

The quality of the medium sometimes 
looms larger than its suitability as a mar- 
keting tool. In selecting a television show, 
the first question may be, “is it a good 


creative vehicle?’ while “whom does it 
reach?” may be an afterthought. 

As the media have come to depend 
mainly on advertising rather than circu- 
lation revenue, they have supplied an in- 
creasing volume of useful information 
about the size, distribution, and charac- 
ter of their audiences. Many of the studies 
made by media are understandably 
planned, interpreted, and presented so as 
to highlight their own good points. The 
advertiser can put this research to work 
only after sifting out any statistical spe- 
cial pleading. 

The media researcher for an advertiser 
or agency looks at the people who make 
up a market and sees them as an audience 
—in fact, as many audiences. On the other 
hand, the researcher for a medium looks 
at his audience and sees it as made up of 
customers or prospects. This makes for a 
difference in perspective. 


MATCHING THE MEDIUM AND THE MARKET 


How is knowledge of audience charac- 
teristics applied in actual media deci- 
sions? The first maxim of efficient media 
selection is that the best customers or 
prospects for a product should get the 
strongest concentration of advertising ef- 
fort.’ In practice, this may work as fol 
lows: 


*In a recent survey, leading advertisers and agen- 
cies were presented with an 11-point check list and 
asked, “what do you want to know about a medium 
before starting a campaign?” The greatest number 
—go per cent—of both agencies and advertisers said 
they want to know how well it covers the mar- 
ket. Cf. All-Media Evaluation Study (New York: 
Sponsor Services, Inc., 1954). 
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Case No. 1. Two television programs 
were recently under consideration by a 
manufacturer of household furnishings. 
Their audiences were of the same size. 
Both had two viewers per set. In both in- 
stances, half the viewers were women, the 
main target for the advertising message. 

The greatest buyers of this manufac- 
turer's product are housewives in the 
middle-age range between 35, and 54. Un- 
fortunately, neither program got its 
heaviest viewing from that group. One 
got a large part of its audience from 
among older housewives. The other ap- 
pealed slightly more to young housewives 
who were the weakest part of the market, 
but it had a good audience in the middle 
and older age groups. 

This manufacturer wanted to expand 
his market, The second program with its 
more youthful appeal presented the bet- 
ter Opportunity to reach new prospects. 
Moreover, this program—like the product 
itself—had its greatest strength outside 
the main metropolitan areas, while the 
other show reached an overwhelmingly 
big-city audience. The case was clinched. 

Case No, 2. A somewhat more com- 
plicated problem was faced by the sponsor 
of a new TV dramatic show who used it 
to advertise a number of different prod- 
ucts. Judged by the rating figures, the 
show seemed like a good buy. It was in a 
choice time spot and was reaching mil- 
lions of viewers each week. 

Unfortunately, much of this advertis- 
er's effort was being wasted. Only a small 
part of his commercial time was used to 
promote his lower-priced merchandise. 
The bulk of it was devoted to high-qual- 
ity, high-cost items, Three fourths of the 
customers for these products are execu- 
tives, professional men, and other white- 
collar people—but these constituted only 
one third of all the viewers of the pro- 
gram. Two out of every three people in 


the audience were poor prospects for the 
very products stressed by the commercial 
messages. 

The advertiser had a substantial in- 
vestment in his new program and had no 
intention of dropping it. But, within the 
general format, he could devote less com- 
mercial time to his more expensive prod- 
ucts and more time to the products his 
mass audience could afford to buy. Or he 
could alter the style and tone of his pro- 
gram to attract more potential customers 
for the quality lines which he wanted to 
push. In this instance, the research diag- 
nosis presented a choice of policies. 

Case No. 3. By hindsight, media re- 
search findings often seem like mere com- 
mon sense. Often, however, incorrect 
conclusions appear equally commonsensi- 
cal before they are analyzed. It is well 
known that television viewing rises stead- 
ily as the day wears along and reaches a 
peak in midevening. The advertiser who 
is selling to women, if he consults the fig- 
ures on sets in use, finds that between five 
and six o'clock in the afternoon—just be- 
fore the time rates change and program- 
ming competition increases—audiences 
are considerably larger than in the morn- 
ing or early-afternoon hours. Forty-eight 
per cent more people watch television at 
that time than between four and five 
o'clock. 

Actually, there are one fifth more wo- 
men watching their sets at the earlier 
hour, Later, they are off preparing sup- 
per, while the youngsters have trooped in 
from their play and taken over the TV set. 

This does not necessarily mean that 
four to five o'clock is the ideal time. At 
that hour, there may be several other 
shows competing for the attention of 
women viewers, while an adult program 
may be able to attract a substantial per- 
centage of the women watching TV be- 
tween five and six o'clock. 
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Case No. 4. Analysis of print media 
may be more complicated than in broad- 
casting because the advertiser generally 
spreads his message over a number of pub- 
lications with different kinds of readers. 
He must weigh the comparative value of 
reaching a limited number of prospects 
repeatedly or reaching more people fewer 
times. Suppose a basic decision has been 
made to buy a full-page advertisement 
in a large mass-circulation weekly or bi- 
weekly. This ad has the opportunity to be 
seen by readers in over 4,100,000 homes 
where magazine A is purchased. One of 
the following three women’s magazines 
is to be added to the list: 


magazine B, with a circulation of 4,600,000; 
magazine C, with a circulation of 3,500,000; 
or 
magazine D, with a circulation of 1,500,000. 


If the main objective is to have the ad- 
vertisement seen as often as possible by 
the largest audience, magazine B must 
be our next choice. Yet, some of the homes 
covered by magazines B, C, and D are al- 
ready being reached through magazine A. 
When this duplication is taken into ac- 
count, we discover that we are reaching: 


with B: 3,400,000 new primary house- 
holds (in which someone has bought 
the magazine); 

with C: 2,900,000 new households; and 

with D: 1,400,000 new households. 


Magazine B’s lead is smaller because 
more of its readers also look at magazine 
A, but it still adds the largest number of 
readers. 

Now suppose the product advertised 
is used mainly in the homes of industrial 
workers. 


Magazines A and B, in unduplicated com- 
bination, reach 2,100,000 worker house- 
holds. 

Magazines A and C reach 2,500,000. 

Magazines A and D reach 2,000,000. 


Thus, magazine C will add the greatest 
number of industrial workers’ homes to 
those reached by magazine A and at a 
lower cost per thousand than the combi- 
nation of A and B. Magazine D adds the 
fewest prospects but at the lowest cost of 
the three possible combinations.” 

This does not mean that it should be 
selected. The advertiser must think not 
only of economy but also of the extent to 
which a periodical covers the market. He 
may be willing to sacrifice some efficiency 
in order to reach a larger number of pros- 
pects. And he must also consider the char- 
acter of the magazine and the kind of set- 
ting it provides for his ad. 


SOME OTHER FUNCTIONS OF MEDIA 
RESEARCH 


Not all media research has an immedi- 
ate and direct bearing on major decisions 
Most of it, day to day, is an undramatic 
kind of reporting or accounting of audi- 
ence and expenditure statistics. If the 
media researcher must be something of 
a bookkeeper, it is also his job to keep 
the books in order. This automatically 
makes him a student of the trends that 
are of vital importance to media plan- 
ning. 

Individual circulation figures for maga- 
zines and newspapers; rating figures for 
radio and television programs; and data 
on editorial or programming content, on 
rates, and on advertising expenditures in 
different media by different advertisers— 
all of these statistics, if kept on a trend or 
series basis, immediately suggest compari- 
sons among media and within media and 
also serve as a basis for forecasting. 

For example, if we look at the growth 
in the number of television sets, the rising 
number of television stations, and the 

* The duplication data used in this analysis are 


from the Consumer Magazine Report prepared 
semi-annually by Daniel Starch and Staff. 
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increasing number of television channels 
which the average set can view, then it 
becomes clear why the average evening 
television program rating has declined, 
and we can expect this decline to con- 
tinue as a reflection of the increased com- 
petition.® This is something that any 
advertiser must know in order to assess 
the performance of his program. 

A heavy proportion of all media re- 
search conducted by advertisers and agen- 
cies at the present time is devoted to tele- 
vision, tracing the changing patterns of 
set ownership and of station coverage. 
Even when television has achieved the 
universal saturation which radio now has, 
color, UHF, and multiple-set ownership 
will continue to complicate the picture. 

Trend studies of the changing patterns 
of media content and usage by different 
types of advertisers provide valuable in- 
dications of the altered background 
against which advertising must perform 
in the future. 

Trend data which bear on media plan- 
ning are not all derived from the media 
themselves. Economic, social, and popula- 
tion trends may have enormous signifi- 
cance for media buying decisions. The 
growth in advertising budgets must be 
considered in relation to the growth in 
disposable income. The capacity of the 
American public to absorb a tremen- 
dously increased volume of advertising 
pressure must be judged in terms of the 
decline in the hours of the work week and 
the growth of leisure, with its greater op- 
portunity for media exposure. The chang- 
ing forms of leisure-time activity—‘‘do-it- 
yourself”; boating, camping, and other 
outdoor sports; and vacationing—also set 
limits and provide opportunities for the 
media. 


* The average Nielsen ratings for all evening pro- 
grams were 26 in September 1952 and 21 in Sep- 
tember 1955. 


Analyzing Media Schedules 


One major function of media research 
is to analyze and assist in the planning of 
media schedules. Scheduling problems - 
become more and more complex as media 
acquire greater flexibility for the adver- 
tiser. This tendency is manifest in the in- 
creased use of spot announcements on 
radio and television, shared sponsorship 
of television programs, multiple partici- 
pation and the magazine format in radio, 
and the “junior page”’ size in magazines. 

The typical national advertiser today 
uses no single medium but a combination 
of media, and it is not always easy to find 
the best possible combination. Research 
is essential to produce comparative infor- 
mation on the number of advertising im- 
pacts or impressions delivered or on the 
size of the total unduplicated audience. 

Case No. 5. A company which spon- 
sors four television programs, one for 
each of its four product divisions, added a 
fifth institutional program to advertise 
its full line. How much value did this in- 
stitutional program have in supplement- 
ing the existing programs, particularly 
against an exceptionally strong television 
effort by one of the company’s principal 
competitors? 

The four product programs varied in 
popularity. One was seen, over a four- 
week period, by only 28 per cent of the 
homes reached by the strong competing 
show. The most popular one reached 70 
per cent of the competition's audience. 

A special analysis of the audience data 
showed that the addition of the institu- 
tional program provided very substantial 
support for each of the four product pro- 
grams. The combined effort in each case 
came close to reaching the same vast au- 
dience reached by the competition. 

Case No. 6. A firm which for a num- 
ber of years had sponsored a highly suc- 
cessful television program raised the 
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question of whether they could reach a 
larger and more diversified audience by 
reducing their sponsorship to an alter- 
nate-week basis and putting the money 
thus saved into alternate-week sponsor- 
ship of another show. 

In this case, every-week sponsorship of 
the existing program was compared with 
alternating sponsorship of this program 
and various alternatives. These included 
three hypothetical average programs and 
three actual programs in these categories: 
full-hour evening, half-hour evening, and 
15, minutes daily. In each case it was es- 
timated how much the combined effort 
would cost over a four-week period, how 
many homes would be reached at least 
once, how many commercial minute mes- 
sages would be delivered (in total and per 
home), and how much they would cost. 

This analysis made it clear that alter- 
nation with either an hour-long or half- 
hour program would reach more different 
homes but at greater cost, both in total 
and in proportion to the size of the audi- 
ence. 

On the other hand, alternation plus 
sponsorship of a 15-minute daytime pro- 
gram would, for a slight increase in bud- 
get, reach more homes at a lower relative 
cost. Because daytime television reaches 
an almost wholly female audience, it was 
not suitable to the product advertised. 
In this instance, the analysis suggested 
strongly that the company was well ad- 
vised to stay as the full sponsor of the pro- 
gram it already had. 

Mathematical Models. Mathematical 
models often provide a basis for predict- 
ing audience accumulation, and they have 
been repeatedly validated by empirical 
research. The cumulative audience 
reached by a schedule of television spot 
announcements can be quickly estimated 
from a series of growth curves represent- 
ing individual ratings of different sizes. 


Such information provides the time buyer 
with a basis for judging how well he can 
do in different cities where his announce- 
ments must be sandwiched between pro- 
grams of varying popularity. 

Diagnosis of Local Ratings. In apprais- 
ing the performance of a radio or televi- 
sion program, it is not enough to look at 
the national rating history. We must also 
see how well it has done on the stations 
which comprise the network, to find out 
what local factors may be at work. One 
program with a network rating of 24 was 
found to have ratings ranging from 5 to 
62 in different three-station markets, de- 
pending on timing and the strength of the 
competition. In this case, the diagnosis of 
local situations produced a number of 
specific local rescheduling recommenda- 
tions. 

Economy vs. Efficiency. The show with 
the lowest cost is not necessarily the most 
efficient. Consider three half-hour dra- 
matic programs—one costing $51,000, one 
$42,000, and the other $33,000. The least 
expensive one is actually the most expen- 
sive in terms of its cost per thousand— 
$4.39 per thousand homes per commer- 
cial minute.* But this does not mean that 
the most expensive is most efficient: its 
cost per thousand is $3.14. Actually, the 
middle program has the lowest cost per 
thousand of the three: $1.83. 


Reaching Marginal Customers 


Relative costs normally go down as new 
stations are added to a television network. 
An advertiser who makes an initial in- 
vestment in program production is gen- 
erally anxious to spread this expense over 
the widest possible audience. However, a 
point is reached at which new stations 


* Cost per thousand is based, in this instance, on 
Nielsen ratings projected to yield an estimate of the 
total audience reached. The costs are divided by the 
three commercial minutes permitted for a half-hour 
program. 
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must be added in areas of low television 
ownership. In such a case, the addition of 
new stations may actually reduce effi- 
ciency and raise the cost per thousand be- 
cause the time charges are disproportion- 
ate to the additional audience gained. But 
the people in the 150th or 160th market 
on the list are no less important as cus- 
tomers than those in the goth or goth. 
Whether or not the advertiser chooses to 
include them may depend on his distribu- 
tion system or on his over-all advertising 
budget and plans. But there is always a 
limit as to how far he can go in adding 
marginal stations. 

As a matter of fact, it is most econom- 
ical for an advertiser to reach people, with 
any medium, in areas where they are con- 
centrated. The milline rate in daily news- 
papers is $2.97 for papers in cities over 
a million and $9.61 for papers in cities 
less than 25,000. A 100-intensity outdoor 
poster showing will cover 1,000 potential 
viewers for $3.16 in cities of over 100,000; 
it will cost over $18.00 in rural areas.° 

Concentrations of customers also repre- 
sent more attractive targets from a mar- 
keting standpoint; their per-capita in- 
come is higher, and the distribution 
mechanism is more efficient in those areas. 

In the normal competitive situation, 
the smart media buyer faces the challenge 
of similar smart media buying for rival 
brands. Thus, there is a tendency for ad- 
vertising schedules to concentrate on the 
same select parts of the market, geograph- 
ically and socially, and to hit less hard at 
the segments which are hardest to reach. 

In part, this is a matter of strategy aris- 
ing from the widespread acceptance of the 
principle that advertising media should 
be selected to hit on the heavy users. In 
part, it is a matter of necessity or con- 
venience. The people who are the best 

* These are estimated averages prepared by the 


Media Research Division of McCann-Erickson, Inc., 
from current data on rates and circulation. 


customers for most products are also the 
most easily and heavily reached by most 
of the media because they tend to be bet- 
ter educated and have more varied inter- 
ests and also because they have more 
money to spend on magazines and TV 
sets, as on any other products. In practice, 
the weakest part of the market may ac- 
tually have a larger share of total purchas- 
ing power than would be suggested by 
the amount of advertising pressure de- 
voted to it. 


Tracing Competitive Advertising 

Advertising plans are normally made 
after a careful look at what the competi- 
tion is doing, and a substantial volume of 
media research is devoted to compiling 
and analyzing the media strategy of rival 
firms. Here, there is a great range in the 
completeness and freshness of the data 
available. For the media which are easiest 
to check—magazines and network TV 
time costs—the Publishers Information 
Bureau reports provide complete infor- 
mation, though they are based on stand- 
ard rates, with no allowance for possible 
discounts and special deals. 

Talent and production costs present a 
problem—especially in television, where 
they run at about the same level as time 
charges, on the average, but with con- 
siderable variation, even for a given type 
of show. Trade publications (Variety and 
Sponsor) provide talent estimates, but 
these must often be rounded out by some 
independent sleuthing. 

Spot usage of radio and television by 
national advertisers is steadily growing. 
Scheduling information on_ television 
spots is provided by C. E. Hooper Inc., 
and by Rorabaugh reports. Complete 

* Hooper issues complete reports on radio and TV 
usage by advertisers in selected product fields for 
only a limited number of cities. The Rorabaugh 


service is more nearly comprehensive in scope, 
though much less detailed. 
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radio data are harder to come by because 
of the larger number of stations. Many 
stations are reluctant to reveal informa- 
tion which their clients might regard as 
confidential. 

For outdoor and transit advertising, 
there is no published report of usage, but 
information is often available on request. 
The Bureau of Advertising of the Amer- 
ican Newspaper Publishers Association 
makes an annual census of national ad- 
vertising expenditures in newspapers. On 
a more frequent basis, Media Records 
provide linage figures for newspapers in 
120 major markets which account for a 
good part of national newspaper advertis- 
ing revenue. But very often, competitive 
advertising must be traced within a lim- 
ited territory (like a sales division), and 
for such a purpose all papers—large and 
small—must be examined directly. 

In both newspapers and the broadcast 
media, a special problem is raised by the 
practice of cooperative advertising which 
appears over the name of local dealers, al- 
though a national advertiser may be foot- 
ing much of the bill. 

Faced with a specific problem, any me- 


dia research operation can through a spe- 


cial effort come up with a shrewd guess 
on competitive advertising expenditures, 
but such a special effort takes time and 
costs money, since it may require mail 
surveys, personal visits, and an occasional 
touch of cloak and dagger. 

Advertisers would probably gain more 
than they would lose if all of them re- 
vealed the major breakdowns of their ad- 
vertising budgets. Such revelations would 
probably not cause sudden or drastic 
changes in plans, nor would they give any- 
one a competitive advantage. 


UNSOLVED PROBLEMS IN MEDIA RESEARCH 


In recent years, media research has 
made notable contributions to the arts of 


sampling and interviewing. While there 
is room to improve the present high level 
of accuracy in audience measurement, the 
major challenge is to formulate new prob- 
lems for research. 


Audience Data 


A great deal more is known about some 
media than about others. Magazines pro- 
vide an enormous amount of useful in- 
formation either from audience studies 
or subscriber surveys, and this is supple- 
mented by Starch’s Consumer Magazine 
Report. There is rather full information 
for the leading magazines on the size and 
characteristics of audiences, on audience 
duplication, and on the accumulation of 
readership from issue to issue. This kind 
of information is nonexistent for smaller, 
less prosperous publications, though in 
most cases there is some basis for making 
educated guesses. 

The radio and television rating serv- 
ices provide information on audience 
size, the duplication of audiences from 
program to program, and audience ac- 
cumulation but very rudimentary data 
on audience composition. Newspapers— 
because their resources are more limited 
or because they think of themselves as 
reaching “everybody” in their home area 
-provide very little information about 
their readers, apart from ABC circulation 
data. Most newspaper research simply 
documents the quality of the home mar- 
ket in straightforward economic terms.” 
For outdoor and transportation advertis- 
ing, audience size must be estimated from 
traffic audits. 

The best available information on a 
medium is sometimes sadly out of date. 
The last national survey of magazine 

* The exceptions are such valuable and ambitious 


audience surveys as those sponsored by the Mirror 


and News in New York and by the Chicago Ameri- 
can. 
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reading (for magazines as a medium 
rather than for individual magazines) 
was made in 1947; of newspaper reading, 
in 1945. Since that time, great changes 
have taken place in the national standard 
of living, the national level of literacy, 
and media exposure patterns. 

While there is a lack of information in 
some areas, other subjects receive dispro- 
portionately heavy attention to the point 
where efforts are duplicated. Recently, 
the Advertising Research Foundation 
and the Mutual Broadcasting System 
sponsored similar surveys on radio and 
television set ownership, location, and ex- 
posure. In the last three or four years, 
there have been five major national sur- 
veys of the audiences for the general 
weekly magazines. One major chain of 
Sunday comics has just released a motiva- 
tional study of comics reading, while its 
leading competitor has one in the works, 
and a newspaper is planning a third sur- 
vey. Several sets of competitive plans have 
been announced for research on television 
coverage. 

Such studies usually take off from dif- 
ferent starting points and yield somewhat 
different information. Their findings 
gain added authenticity when they cor- 
roborate each other and create confusion 
if they do not. There is need for a con- 
fidential clearinghouse to direct media re- 
search along unexplored routes. 


Qualitative Media Research 

Perhaps the most exciting challenge to 
media research in the near future lies in 
the application of qualitative research 
techniques to a field traditionally domi- 
nated by statistics. 

A person's way of life, his needs, wishes, 
and aspirations are expressed not only in 
the things he selects to eat and wear and 
live with but in the things he chooses to 
listen to and look at. 


Audiences overlap; people undergo a 
great variety of media contacts (the 
woman who reads Vogue at her doctor's 
may read Modern Screen at her hairdress- 
er’s); they are exposed by accident and by 
social necessity as well as by deliberate 
choice. 

Conventional demographic break- 
downs of survey data invariably show only 
slight differences in reader characteristics 
between magazines in the same general 
category. Readers of the Post are slightly 
older on the whole than readers of Col- 
lier’'s. Readers of Life are slightly better 
off than readers of Look. But the differ- 
ences seem small in the light of the strik- 
ing variations in character and content 
between these publications. This is an 
open frontier for media research. 

Other unanswered questions call for 
investigation: What relation, if any, exists 
between the quality of ad readership and 
the way in which a magazine is acquired 
by the reader—through subscription, in- 
dividual copy sale, or pass-along? 

What is, or ought to be, the relation be- 
tween the content of the medium and its 
advertising? Are food products and ap- 
pliances more effectively sold in the con- 
text of a publication devoted to home- 
making than in a general magazine? 
(There is no evidence that the same ad 
gets greater noting or readership from 
women in a woman's magazine, though 
perhaps it carries greater conviction.) 
The integrated commercial in radio or 
television has the advantage of sustaining 
interest, but it may reduce the credibility 
of the performer who switches to the role 
of salesman. 

Some of the motivational studies re- 
cently released by magazines have had the 
same objectives as other media-sponsored 
research: to call attention to the merits 
of the sponsoring publication. It is hard 
to demonstrate superiority except by 
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making comparisons with the competi- 
tion. Thus the researchers have some- 
times resorted to conventional quantita- 
tive methods, with results that are not 
wholly convincing. 

Qualitative research may have a hard 
time establishing the superiority of one 
publication over another, but it can be 
of great value in (1) describing the place 
of the medium in the life of its audience 
and (2) accounting for the psychological 
differences expressed in popular tastes. 


The Need for a Yardstick 


There is no convenient yardstick by 
which all advertising media may be com- 
pared in terms of cost, audience exposure, 
or the all-important criterion of sales ef- 
fectiveness. It is much easier to demon- 
strate the effectiveness of a given medium 
than to measure it against another me- 
dium. To be sure, a great many studies 
have been made of individual media in 
specific marketing situations, but there 
are not enough specific case histories to 
make up a general body of research 
knowledge about the relative merits of 
media for specific products and audiences 
and circumstances. Many studies are 
never published or released. 

Recollection of media exposure is no 
necessary criterion of advertising effec- 
tiveness. Some advertising works for an 
immediate reaction in the form of a cou- 
pon return or a telephone call. But many 


advertising campaigns rely for their ef- 
fects on the accumulation of fleeting im- 
pressions—on or below the level of con- 
sciousness—left by very brief messages 
recurring in very different contexts in an 
individual's listening, viewing, or read- 
ing, with the expectation that this will 
all have its effect in time. 

The media differ in format and charac. 
ter and in the kinds of experiences they 
represent for their audiences. They differ 
also in the place which they accord the 
advertiser and his message within the 
process of media exposure. They differ in 
their capacities for dramatizing and dem- 
onstrating products, in their ability to 
convey abstract messages, in their credi- 
bility and news value, and in the flexibil- 
ity with which they can be used by ad- 
vertisers. 

There is always pressure to make quan- 
titative comparisons between media, if 
only on an “impression” basis. There are 
those in advertising who look to research 
to produce a conversion table that would 
list equivalent quantities of advertising 
impact. Even if the proper formulas could 
be developed, they would work quite dif- 
ferently for different products and differ- 
ent kinds of people. The kind of knowl. 
edge required cannot be expressed 
statistically, but a continuing challenge 
to media research is the task of defining 
common criteria by which comparisons 
can be made. 


INTERFIRM RELATIONS IN OIL PRODUCTS 
MARKETS ' 


MARSHALL C. HOWARD 
University of Massachusetts 


ONGRESSIONAL investigations, oil in- 
dustry trade association meetings, 
and oil marketing trade journals attest to 
disagreement about the operations of oil 
products markets. The competitive strug- 
gle engenders charges and countercharges 
of unfairness, restrictive action, and/or 
monopoly. At the same time, recent 
studies indicate that competition is vig- 
orous and intense.* It is the purpose here 
to help clarify this apparent contradic- 
tion. 

The markets are not pure. Products 
are not homogeneous and competitors do 
not behave as though they were unaware 
of their rivals. Actions of firms are con- 
ditioned by interdependence. The word 
control, rather than monopoly, provides 
a basis for consistent recognition of im- 
pure markets and active competition. In- 
tense competition and control can and 
do exist simultaneously. 

Pure markets are no more obtainable 
here than elsewhere. The public policy 
maker must therefore rest content with 
the least impure. His judgment must con- 
sider the impact of market structure and 
behavior on the small and the large firms 
and on consumers. No one solution is 
completely satisfactory to all sectors. 


RELATIVE POSITIONS OF THE MARKETING 
UNITS 
Vertical integration predominates. The 
large firms integrate from the refining 
*The author is indebted to Professor Alfred E. 
Kahn for helpful comments on an earlier draft of 
this article. 


* See, especially, R. Cassady, Jr., Price Making and 
Price Behavior in the Petroleum Industry (New 
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process forward into marketing and back- 
ward into crude oil production. Full 
vertical integration is never entirely bal- 
anced and always involves outside pur- 
chase or sale at one or more stages. Inte- 
gration may not include refining. For 
example, the independent petroleum 
wholesaler may integrate forward only 
into retailing. Smaller firms may not be 
integrated at all. Further, the twenty to 
thirty companies which are largest in as- 
sets and are integrated (the majors) con- 
trol a dominant portion of the industry's 
product.4 

Two principal categories of small 
independent marketing units handle re- 
fined products and must deal with the 
large vertically integrated units or with 
each other. The jobber is one category. 
Independent bulk stations sell gasoline 
and/or fuel oil to their own or other serv- 
ice stations and farm, industrial, commer- 
cial, and residential accounts.* There are 
also peddlers or under-the-rack buyers 
who usually own only their own tank 
truck and sell either on their own account 
or on a commission basis.® Refiners’ own 


Haven: Yale University Press, 1954), and J. G. Mc- 
Lean and R. W. Haigh, The Growth of Integrated 
Oil Companies (Boston: Harvard University, 1954). 

*In 1952 the twenty leading companies accounted 
for 84 per cent of the total refinery runs. Joel Dir- 
lam, “The Petroleum Industry,” The Structure 
of American Industry, W. Adams, ed. (New York: 
The Macmillan Co., 1954), p. 238. 

* J. Cross has calculated that 7,417 independent 
bulk stations (Census of Wholesale Trade) ac- 
counted for 15.5 per cent of the total wholesale 
petroleum sales in 1948. “Vertical Integration in the 
Oil Industry,” Harvard Business Review, July-Au- 
gust 1953, P- 74- 

*The total number of all independent jobber 
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bulk distribution is through salaried sta- 
tions or through commission agents using 
storage facilities owned or leased by the 
refiner suppliers.® 

The second category is the retail serv- 
ice station.” In 1950 refiner marketers op- 
erated only somewhat more than three 
thousand; but they owned or leased about 
52 per cent which handled 58 per cent of 
service station sales of gasoline.* This 
analysis deals with the relations of these 
two categories to their suppliers and each 
other. 


THE SUPPLY PROBLEM 


Open market supplies have not always 
been available in all markets.® A large 
part of sales by majors to independents is 
on a contractual rather than a spot basis. 
In many areas, there are either no inde- 
pendent refineries or they are unreliable 
supply sources. They may operate spo- 
radically, sell heavily to integrated units, 
or themselves be integrated forward.’” 


units has been estimated at 14,000. H. Fleming, Oi/ 
Prices and Competition (American Petroleum In 
stitute, 1953), P. 44- 

* Since bulk stations of refiners are product sources 
for independent distributors, the amount sold to 
consumers and dealers by the latter must be con- 
siderably higher than the 15.5 per cent cited in 
footnote 4. 

"The 1948 Census of Retail Trade enumerated 
188,000 service stations (U. S. Department of Com 
merce, 1951). 

*McLean and Haigh, op. cit., pp. 32-43, 35- 

* Cassady comments that while it may ordinarily 
be easy to obtain small quantities of gasoline for 
rebrand from several alternative sources, large quan- 
tities are available, if at all, from very few firms 
(op. cit., p. 191). Also see John Harper, The Im- 
portance of Independent Marketers to the Oil In- 
dustry, paper before American Petroleum Institute 
Annual Mecting (1951), p. 16. In the Los Angeles 
area of California, alternative sources of supply ap- 
pear to be readily available. R. Cassady, Jr., and 
W. L. Jones, The Nature of Competition in Gaso- 
line at the Retail Level (Berkeley: University of 
California Press, 1951), pp. 

“Small refineries often operate on an intermit- 
tent basis in accordance with the movement in the 
refinery gross margin. McLean and Haigh, op. cit., 
p. 656; Joe S. Bain, The Pacific Coast Petroleum 


Thus, the large integrated oil com- 
panies are the principal sources of supply 
for the independent in a given market." 
In 1939 there were from five to sixteen 
major oil companies operating in any one 
state, with eleven as the modal number." 


Shortage and Supply Dependence 

With shortages, as from war or other 
emergency, the nonintegrated seller de- 
pends especially on his supplier. Much 
of the petroleum supply is also subject to 
public regulation at the well-head under 
state conservation laws, which gear allow- 
able output to demand and counter the 
tendency to run all crude oil produced to 
continuously operating stills."* Such reg. 
ulation is not aimed to create continuing 
shortages but to conserve through co- 
ordinating crude oil output with the vola- 
tile demands for fuel oil and gasoline. 
Since these demands cannot be projected 
perfectly, crude oil quotas based on es- 
timates thereof may lead to shortages. 

Crude oil production allowables in 
1947 fell 2 per cent below demand at pre- 
vailing prices. Some suppliers rationed 
the short supply to their customary buy- 


Industry (Berkeley: University of California Press, 
1945), vol. II, p. 194. See also Senate Report No. 25, 
oi Supply and Distribution Problems (8ist Cong, 
Ist sess., 1949), p. 8; McLean and Haigh, op. cit., 
125-34, 658-59. 

" According to the Federal Trade Commission, 
“Independent distributors need a source of refined 
products and the major oil companies are their best 
suppliers.” Staff Report for the Senate Sub-commit- 
tee on Monopoly of the Select Committee on Small 
Business, Monopolistic Practices and Small Busi- 
ness (1952), p.40. | 

Temporary National Economic Committee, 
vestigation of Conéentration of Economic Power 
(Hearings, 76th Cong., 2nd sess., 1939), part 15, 
p. 8714. These numbers are undoubtedly higher to- 
day, for invasion of markets—rather than market 
division—has characterized the industry since the 
breakup of the Standard Oil monopoly in 1911. 

“See Blakely M. Murphy, ed., Conservation of 
Oil and Gas (Chicago: American Bar Association, 
1949). The only important producing state without 
a conservation or prorationing law is California, 
where a voluntary system of control is used 
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ers. However, major company refiners in- 
creased distribution through their own 
bulk stations. Some marketers, especially 
peddlers without fixed sources of supply, 
were unable to obtain adequate sup- 
plies.* Thus, the need to maintain in 
“normal” times a “historical position” 
against the possibility of a shortage tends 
to prevent jobbers from “shopping 


around” on the spot market (if there is 
one) or even regularly shifting among 
suppliers (if that happens to be possible). 


Sales Policies and Alternative Sources of 
Supply 

Entry into business and the number of 
alternative suppliers available are some- 
what limited by the sales policies of the 
refiner sellers. Exclusive dealing of dif- 
ferentiated oil products is common trade 
practice even though coercion of buyers 
thereto is unlawful.’® First, the supplier 
is assured of product flow. Second, differ- 
entiated oil products are most econom- 
ically handled on an exclusive basis. 
Differentiation is accomplished by 
advertising, different refining processes, 
differently constituted crudes, and various 
additives. Different brands must be stored, 
handled, transported, and advertised sep- 
arately. Major suppliers also often grant 
an exclusive wholesale sales franchise for 
a given market area. Moreover, a supplier 
can always sell through his own facilities. 

“Senate Report No. 25, op. cil., pp. 2-9. 

“ The Supreme Court has ruled out requirements 
contracts in the oil business at the retail level in 
two instances: Standard Oil Company of California 
and Standard Stations, Inc., v. US., 937 US. 293 
(1949); U.S. v. Richfield Oil Corp., 99 F. Supp. 280 
(1951), sustained per curiam, 943 U.S. 922 (1952). A 
similar case is now pending in U.S. v. Sun Oil Com- 
pany, Civil No. 10484 (E.D. Pa. 1g50). At the whole- 
sale level, Shell Oil approved of a consent settlement 
(6051) under which it agreed not to sell or make 
contracts for the sales of its kerosene and fuel oil 
upon any condition, agreement, or understanding 
requiring the purchaser to handle these exclusively. 
Federal Trade Commission, Clip Sheet, April 6, 
195%. 


A new wholesaler must therefore usually 
find a major supplier seeking a new dis- 
tribution outlet or one willing to distrib- 
ute both through jobbers and his own 
bulk plants." 


BARGAINING POWER AND GROWTH OF THE 
JOBBER 


The supplier will encourage existence 
of the jobber if he believes this to be the 
most efficient means of distribution in 
terms of unit costs and if it provides a se- 
cure and adequate flow of gallonage. But 
if there are alternative sources of supply, 
the supplier risks sudden and serious loss 
of volume at the end of the contract pe- 
riod with a high-gallonage jobber. In fact, 
high gallonage facilitates obtaining alter- 
native sources of supply. With intense 
competition, the supplier may absorb the 
jobber (at a good price) rather than risk 
losing him.'7 

Both jobbers and suppliers may be in- 
duced to merge. The jobber may feel that 
his capital investment is insecure in a 
highly competitive market. He may pre- 
fer the greater security of a salaried em- 
ployee or rentier status. He may sense 
that the time is simply “ripe” for the sale 
of his business, especially since it is not 
integrated and is dependent on limited 
supply sources. Or, as in the past, over- 
extension of credit to the jobber, perhaps 
deliberate, may have hastened the disap- 
pearance of the jobber.'* 

* Many oil companies are now giving up the prac- 
tice of dual distribution. See footnote 36 below. 

"J. Cross indicates that relatively few jobbers 
(compared with all lines of business) have been 
forced into bankruptcy, whereas many have sold 
out to their suppliers. He points out that some have 
built up jobbing businesses, sold out, rebuilt, sold 
out again, and so on (op. cit., p. 74). 

“For an excellent summary of the motives of 
jobbers and suppliers for merging, see Final Report 
of the Marketing Division, Petroleum Administra- 


tive Board (Washington: U. S. Department of the 
Interior, 1936), pp. 21-22. 


INTERFIRM RELATIONS IN OIL PRODUCTS MARKETS 


The Jobber Margin 


Within limits encompassed by alter- 
native sources, the supplier may control 
the jobber through the supply price, usu- 
ally quoted as a cents-per-gallon margin 
below the “going” resale price. This latter 
price may be the supplier's own tank- 
wagon price to the service station or that 
of the leading marketer in the area. The 
supplier can squeeze out a jobber by hold- 
ing a fixed margin when costs are rising. 
However, purchase of the jobber’s facili- 
ties avoids poor public relations. 

Jobbers claim that margins have not 
permitted them to expand with growing 
markets and to compete with large inte- 
grated competitors who control large-scale 
retail outlets or provide free equip- 
ment and property improvements to cus- 
tomers, allegedly subsidized by profits in 
other segments of the suppliers’ business. 
Counterargument holds this is not good 
business sense, since every investment 
denies an alternative and must yield a 
return of its own. For the integrated oil 
companies, however, marketing invest- 
ment may enhance stability of other op- 
erations and reduce average costs by fuller 
use of refinery capacity. Large oil com- 
panies may disclaim premeditation but 
they can and sometimes do “subsidize” 
marketing outlets.’ 

But, as his gallonage increases, the 
jobber develops greater bargaining power 
and more sources of supply. He can then 
demand a larger margin, with which he 
can “subsidize” the marketing operations. 
Further “expansion” may then occur 
through merger with the larger integrated 
unit which now may be threatened with 
serious loss of gallonage. 


* See, especially, Myron Watkins, Oil: Stabiliza- 
tion or Conservation? (New York: Harper & Bro., 
1937), pp- 176, 187. Also see A. E. Kahn, “Standards 
for Antitrust Policy,” Harvard Law Review, Novem- 
ber 1953, p. 46. 


Bypass of the Jobber 


Jobber growth may restricted 
through direct sale by the supplier to 
large-volume accounts at the same price 
or lower than that accorded the jobber 
himself. This large-quantity, sealed-bid, 
and order-by-specification business is in 
tensely competitive. The jobber protests, 
but the immediate purchaser benefits 
either from a cost saving in the bypass or 
a marginal-cost price. 


Jobber Survival 

Generalization here is dangerous. How- 
ever, the jobber is apparently strongest 
and expanding in the home fuel oil busi- 
ness where personal contact and service 
flexibility are so important and, second, 
in nonmetropolitan areas where volume 
is relatively small. The total number of 
independent jobbers and their average 
annual sales have increased.” 

Growth and equal bargaining power 
depend on assuring readily available sup- 
plies to all buyers. Elimination of the 
product differentiation which is condu- 
cive to exclusive dealing is hostile to free. 
dom of enterprise and innovation. And 
the need to maintain “historical position” 
would still remain. Within limits, crude 
oil production on the “over” side would 
assure readily available supplies, but it 
would also lead to offsetting disadvantages 
discussed below. 


CONTRACTUAL INTEGRATION AND THE 
RETAILER 


The dependence of the independent 
gasoline retailer upon his supplier varies 


* The 1948 Census of Wholesale Distribution in 
dicates that the number of independent bulk sta 
tions has increased from 6,457 in 1999 to 7,417 in 
1948, with annual sales increasing from $627,674 000 
to $1,814,677,000. The number of fuel oil dealers 
(retail distribution) increased from 2,84% to 4,525—- 
with sales increasing from $125,925,000 to $732,119, 
ooo. Although the Census did not distinguish own 
ership of these retail stores, over 85 per cent were 
unincorporated 
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with the prevailing contractual relation- 
ship between them. There are three prin- 
cipal types of gasoline service station. 
First, the supplier may operate his own or 
leased stations. The few major company- 
operated stations move a very small per- 
centage of the total service station 
sales. Second, dealers may operate sta- 
tions controlled by the supplier.** The 
usual dealer lease is for one year with a 
cancellation clause. The third or contrac- 
tor type of service station is operated by 
a dealer who controls a unit through 
ownership or lease from a third party. He 
contracts with the supplier for supplies 
only. 


Control Over Retail Outlets 


To maintain stable sales volume, re- 
finer suppliers have attempted to control 
retail outlets. Control over 58 per cent 
of service station sales does not indicate a 
failure to reach a target of 100 per cent. 
Shifting location of demand requires ex- 
treme caution in investments by sup- 
pliers. The contractor station may thus 
serve to extend sales into riskier areas. 

Even with control over an outlet, the 
supplier can avoid certain responsibilities 
of retailing by short-term leasing to deal- 
ers on the so-called “Iowa Plan.” These 
responsibilities include state chain-store 
taxes, blame for retail price making, em- 
ployer’s social security tax contributions, 
labor union troubles, and managerial in- 


" There are exceptions, but the typical major oil 
company operates 1 per cent or less of the service 
stations through which its oil products are sold. 
See 1948 data in Progress Report of the Committee 
on Interstate and Foreign Commerce, Fuel Investi- 
gation—Petroleum Prices and Profits (House Report 
2342, 80th Cong., 2nd sess., 1948), answers to ques- 
tion 13; and data in McLean and Haigh, op. cit., 
pp. 486-87. 

™ The supplier may own or lease the station from 
the operator or others. One form of aid sometimes 
made available to a dealer in building a service sta- 
tion is endorsement of the dealer's mortgage note. 
The return favor is a long-term lease to the en- 
dorser. 


spection. And the small businessman may 
have more incentive than a company 
employee to operate efficiently and in. 
crease gallonage. | 


Supplier-Retailer Relations 


There is friction between supplier and 
retailer on issues ranging from hours of 
operation to maintenance of rest rooms to 
price and dealer's margin. Dealer com- 
plaints of interference are minimized 
where the supplier provides entry into 
business and suggestions and training in 
sales technique and accounting. The 
contractor who controls is truly independ- 
ent of his supplier, although he may ac- 
cept such gifts as free station painting or 
signs, a compressor, or a hardtop drive- 
way. 

Here exclusive dealing thrives. An eth- 
ical obligation is implied on the part of 
the party assisted to sell the supplier's 
TBA (tires, batteries, accessories) as well 
as his oil products. Single-brand selling 1s 
also fostered by the economies of handling 
only one brand of liquid bulk oils, the be- 
lieved advantages of “‘pushing’’ one line 
of products, avoidance of costs of ‘‘shop- 
ping around,” and desire for secure sup- 
ply. 

Congressional hearings disclose com- 
plaints that the lessee-dealer’s operations 
are controlled by failure to renew the 
lease, through the cancellation clause, 
raising the rent, threats to remove or 
charge for the “free” equipment supplied 
the contractor dealer, or threats to erect 
competitive service stations. There is full 
independence of lessee-dealer action only 
for the length of the lease. The owner-op- 
erator, too, is subject to “persuasion,” 

™The U. S. Department of Commerce has ad- 
vised prospective retailers that there are certain ad- 
vantages in entering the business by leasing a sta- 
tion from one of the oil companies or jobbers. Es- 
tablishing and Operating a Service Station, Indus- 
trial (Small Business) Series No. 22 (Washington, 
1945), Pp. 21-22. 
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since sales drives are directed toward all 
outlets. 

Freedom of dealer action is achieved 
by removing coercive elements, but, with 
assistance from or supply dependence 
upon any supplier, exclusive dealing at 
retail is not likely to diminish percep- 
tibly. With longer dealer leases, entry by 
the retailer might become more difficult 
as the supplier appraises more fully the 
“reliability” or “responsibility” of the 
prospective dealer.** Greater difficulty of 
entry may be accompanied by accelera- 
tion of the trend to fewer and larger sta- 
tions rather than by more company-op- 
erated stations.*® But the security of 


longer leases might also attract better 
dealers. 


THE FORCES FOR PRICE COMPETITION 


The greatest source of interfirm fric- 
tion and competition is price policy of 
both suppliers and their market outlets 
when product is in ample supply. Recur- 
rent periods of unstable prices, regarded 
now as more or less normal, are due either 


* The pending case against Sun Oil Co. prays for 
leases of terms of not less than five years, the right 
of a lessee to freely assign or transfer the lease to 
an independent service station operator of his own 
choosing, a limitation of the right to cancel “to 
breach of reasonable covenants,” and cancellation 
notice of at least go days. (op. cit., Complaint, 
prayer, par. 6). A few of the major oil companies 
have recently initiated three-year leases without 
go-day cancellation clauses for the ostensible pur- 
pose of attracting well-qualified dealers by offering 
greater security. The House Select Committee on 
Small Business has recommended that lessee dealers 
receive probationary periods of from six months to 
a year with certain dealer investment guarantees and 
that leases be of a minimum term of three years 
thereafter. House Report No. 1423 (84th Cong., 1st 
SESS., 1955), 3- 

* The trend is to the large-gallonage service sta 
tion and away from the small marginal ones. Wil- 
lard Wright, Sun Oil Co., reported in The Gasoline 
Retailer, May 19, 1954, p. 1. Justice Douglas in a 
dissenting opinion in the Standard of California 
case feared that the elimination of requirements 
contracts would turn the oil suppliers to company 
operation of stations. $47 U.S. 293, 320 (1949). This 
has not occurred. 


to the fact that the many independent 
units sometimes become “the tail which 
wags the dog” or that suppliers seek to 
compete in price through these small 
business units. 


Sources of Price Wars 


The actual source of violent price com- 
petition is not easily identifiable.** Price 
competition for gallonage may break out 
because a dealer may think that by cutting 
his retail price he may greatly increase 
sales in spite of product differentiation.” 
Reaction by competitors depends on their 
number, organizational strength, degree 
of their business diversification, particu- 
lar location, and the price policy of their 
suppliers. An independent jobber may 
cause a price war by shrinking his own 
margin and, through a lower tank-wagon 
price, inducing the retailer to cut his 
price. Or the integrated jobber may cut 
the retail price himself. Or “pressure” 
from a supplier may induce a retailer to 
cut his price. 

When the supplier sees gallonage fall 
at his retail outlets because they are being 
undercut in price, the “order” may go 
down “to meet the competition.” Com- 
pliance may be encouraged by guarantee- 
ing openly or otherwise a minimum cents- 
per-gallon margin to the dealers. Such 
guarantees may induce further price cut- 
ting if the fixed margin is offered regard- 
less of the retail price level. 

Refiners may enter a new market 
through a price-cutting distributorship 

*Violent price competition is limited usually to 
the gasoline. market. Fuel oi) is usually routinely 
brought to the domestic consumer according to 
some schedule of consumption, is inconspicuously 
tucked away in the basement, and its price is not as 
a rule openly advertised. 

* Unbranded gasoline, and minor brands in some 
cases, may achieve equal consumer acceptance only 
with a differential in price of between two and four 
cents per gallon. See V. T. Clover, “Price Influence 


of Unbranded Gasoline,” THe JOURNAL OF MARKET- 
inc, April 1953, pp. 988-93. 
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(jobber). Or “surplus” product of a major 
may be available to some “opportunist” — 
wholesaler or wholesaler retailer—or to 
someone offering a new method of dis- 
tribution like the large-scale, large-vol- 
ume, multipump service stations receiv- 
ing discounts from the tank-wagon price. 
Sometimes even a company-operated 
station may initiate a retail price cut. 


Pricing and Small Seller Dependence 


Petroleum product prices are adminis- 
tered in the sense that technically defined 
pure competition does not exist. The 
tank-wagon price is the most adminis- 
tered, the “‘stickiest,” and usually the last 
to move. Announced reductions of this 
price are frequently preceded by subsi- 
dies, rebates, or discounts. Announced 
price increases may occur in the face of 
rising stocks, in planning for anticipated 
seasonal changes in demand, or attempts 
to get a more “reasonable” return on in- 
vestment.** The leading marketer in a 
region is frequently, but not always, used 
as the “reference” seller. But the many 
places at which price cutting may break 
out limits the oligopolistic “leadership.” 


“See, for example, Hearings before the House 
Committee on Interstate and Foreign Commerce, 
Petroleum Study (Gasoline and Oil Price Increases) 
(8grd Cong., 1st sess., 1953), PP. 390-91, 427-29. 

* See, especially, J. B. Dirlam and A. E. Kahn, 
“Leadership and Conflict in the Pricing of Gaso- 
line,” Yale Law Journal, June-July 1952, pp. 818-55. 
See, also, J. Markham, “The Nature and Signifi- 
cance of Price Leadership,” American Economic 
Review, December 1951, pp. 891-905. Implementing 
devices necessary for effective price leadership have 
been sought out as conspiracies in U.S. v. Socony- 
Vacuum Oil Co., $10 U.S. 150 (1940); Ethyl Gaso- 
line Corp. v. U.S., yog U.S. 496 (1940); U.S. v. Gen- 
eral Petroleum Corp. of California, Crim. 14149M 
(1939) Nolo contendere; U.S. v. American Petro- 
leum Institute, et al., Civil 8524 (D.C. 1940) dis- 
missed 1951 by U. S. Department of Justice as be- 
ing too complex and involved; U.S. v. Standard Oil 
Company of California, et al., Civil 11584-C (S.D. 
Cal. 1950) pending; The State of Texas v. Arkansas 
Fuel Oil Company, et al., 82980 (Texas g8th Jud. 
1950), dismissed by the Texas Supreme Court, June 
1955, for inadequate proof. 


Allowing for lags and isolated markets, 
price appears to reflect market conditions 
with acceptable promptness.” 

Periods of stable retail prices followed 
by violent price cutting vary among lo- 
calities. Price wars seem to be chronic in 
some areas and absent in others and more 
frequent in heavily populated areas than 
country communities. Gasoline market 
areas overlap. Price wars, therefore, have 
a tendency to spread rapidly. When “too 
many” small outlets are “injured,” large 
suppliers grant subsidies or rebates or 
lower the tank-wagon price. Regardless of 
who starts the price war, rescue is up to 
the large unit. But dealers’ margins are 
reduced and the small business unit may 
be forced out.** 

In this context, dealers claim that large 
suppliers favor some marketers with dis- 
criminatory discounts or initiate price 
cuts at company-operated stations in or- 
der to start price wars and thus control 
the dealers’ margin. Jobbers charge that 
the large suppliers precipitate price wars 
and then guarantee the jobber a margin 
below that of the normal contract magni- 
tude. Suppliers charge that the jobbers 
give away part of their margin and thus 

” According to Dirlam, the price leader in the oil 
industry may have a substantial range of discretion 
but cannot ignore basic market forces. He states 
that in recent years there has been no underutiliza 
tion of refinery capacity, with the exception of a 
short period in 1949, and that refinery margins have 
not been unreasonably high (op. cit., pp. 256-58). For 
studies in the behavior of petroleum markets, see 
E. Learned, “Pricing of Gasoline: A Case Study” 
(Standard of Ohio), Harvard Business Review, No 
vember 1948, pp. 723-56; Hansen and Niland, “Esso 
Standard: A Case Study in Pricing,” Harvard Busi 
ness Review, May-June 1952, pp. 114-32; Cassady, 
op. cit., Chapter 6; A. R. Burns, The Decline of 
Competition (New York: McGraw-Hill Book Com- 
pany, 1936), pp. 93-109. 

"The annual turnover of dealers in the United 
States is 33 per cent, as reported by Gulf Oil Corp. 
The Gasoline Retailer, May 19, 1954, p. 1. A part of 
this figure is undoubtedly due to inefficiency, as ease 
of entry may attract marginal workers. Turnover 


may also be attributed to the appearance of more 
attractive opportunities for dealers elsewhere. 
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start price wars. Both suppliers and their 
jobbers charge that the dealers start the 
wars. 

Should the supplier be denounced 
when he does not relieve the service sta- 
tion dealers or jobbers quickly enough or 
does not offer a bigger guarantee, regard- 
less of who started the war? If so, even if 
not a dominant force in the market, he 
can never be anything but wrong. The 
supplier must avoid giving discrimina- 
tory subsidies. It is difficult, however, to 
define the market to be subsidized. Or 
can rentals, especially if based on gallon- 
age, be reduced without discrimination”? 


Price Differentials—the Alternative Solu- 
tions 


Retailers complain chiefly of volume 
differentials. Regardless of any possible 
cost basis for such price differences, lower 
resulting retail prices often lead retailers 
to charge intent “to injure competi- 


tion.”’** There are several alternative ways 


™ Some stations are leased on a flat rental basis; 
others on the basis of so many cents per gallon of 
gasoline or on gallonage with frxed minimum or 
with fixed minimum and maximum. 

“The price discrimination case under Section 2 
of the amended Clayton Act against Standard Oil 
Co. (Indiana) is illustrative of circumstances when 
suppliers engage in differential pricing. Jn the Mat. 
ter of Standard Oil Company, Docket 43%, 41 
F.T.C. 263 (1945), 43 F-T.C. 56 (1946), Standard Oil 
Company v. F.T.C., 173 F.2d 210 (7th C.C.A., 1949), 
340 U.S. 291 (1951). Standard was selling in the De. 
troit gasoline market area under dual operation. 
It provided direct tank-wagon service to service sta- 
tions and from 1936 to 1940 was selling the same 
branded gasoline in tank-car quantities at a tank. 
car price, 114 cents less than the tank-wagon price 
to its service station customers, to four marketers 
who either resold to retail service stations or sold 
through their own retail outlets. Supplies of gaso- 
line in the area were abundant and the 114-cents 
price differential, although a low for the time, trig- 
gered off price competition. As a result, “large 
amounts of business” were diverted from other re- 
tailers, including Standard’s own service stations, 
“with resultant injury to them and to their ability 
to continue in business and successfully compete 
with said dealers in the retailing of gasoline.” (41 
F.T.C. 263, 274-75) The dealers’ margin fell. Re 


to eliminate the problems of differential 
pricing. 

The supplier could be ordered to cease 
all discount sales, whether to jobbers or 
retailers, which result in retail prices 
lower than “going” levels.** This remedy 
either requires policing by the supplier 
of resale price maintenance or it results 
in the elimination of the jobber or the 
large-volume retailer as customers. 

With jobbers only, the supplier could 
be compelled to price its own service sta- 
tion Customers at a tank-wagon price no 
higher than that charged by its jobbers 
to their service station customers.” It is 
hardly likely that any supplier would sell 
to jobbers who could set a tank-wagon 
price undesirable to the supplier but 
binding on him and thereby eliminating 
any opportunity for even limited price 
administration. The jobber would thus 
endanger his source of supply unless 


lief was first “administered” by Sun Oil Co., not the 
traditional price leader, when the retail margin 
fell to a very low point. 

The Federal Trade Commission's case against 
Standard was originally based on the contention 
that the “good faith” meeting of competition pro- 
vision of Sec. 2(b) could be used only as a pro- 
cedural and not as a substantive defense to a charge 
of price discrimination. The Commission, there- 
fore, had made no finding on “good faith” itself 
The Circuit Court upheld the Commission. The 
Supreme Court, however, ruled that “good faith” 
was a substantive defense and remanded the case 
back to the Circuit Court with instructions to re 
mand to the Commission for a finding. The Com- 
mission found (4-2) that there was not “good faith” 
on the grounds that the discount in question repre- 
sented a continuous rather than a sporadic price 
policy (Modified Order to Cease and Desist, Docket 
4389, January 16, 1953, p. 18). The Commission 
denied a petition of Standard Oil to reopen the 
case. Appeal to the Court to dismiss the Commis. 
sion order was made in March 1955. 

“The Federal Trade Commission in its first 
(modified) order in the Standard of Indiana case 
ordered Standard to stop all sales to jobbers who un- 
dercut Standard’s tank-wagon price in their resale 
to service stations (43 F.T.C. 56, 58). 

* This is the substance of the second (modified) 
order of the Federal Trade Commission in the 
Standard of Indiana case (Modified Order to Cease 
and Desist, Docket 4989, January 16, 1953, p. 2). 
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he followed the supplier's tank-wagon 
price.* He, therefore, would fear to initi- 
ate price competition. 

A third alternative would be simply to 
prohibit any discounts among supplier's 
customers who are in direct competi- 
tion.** This would discourage integration 
of wholesale and retail functions. Yet, 
such combination of functions is often the 
first step in the growth of a small unit.** 

A fourth alternative would be to use 
the cost-saving proviso of the Robinson- 
Patman Act permitting price differen- 
tials. Difficulties inherent in the alloca- 
tion of the seller's costs are heightened by 
the discounts required to cover the func- 
tions provided by the buyer reseller. The 
Federal Trade Commission would likely 
become involved in continuous price 
fixing.®*® 

Competition can be workable and 


“It may well be that the extended litigation and 
the orders in the Standard of Indiana case have 
been contributing factors in a declining use of dual 
distribution, Fleming gives the reported explana- 
tions of this trend as an inability to plan adequately 
a company’s own sales program or the conclusion 
by a company that it is competing with itself 
(op. cit., p. 15). 

"The Federal Trade Commission prohibited the 
sale to a jobber at a discount of that gasoline which 
is sold by the jobber at retail in both of the modi- 
fied orders in the Standard of Indiana case. 

“Most petroleum jobbers start out as retailers. 
After building up one profitable station, an enter- 
prising dealer may acquire a second station, then a 
third and even a fourth. Then the efficient operator 
may acquire one or more large consumers, such as 
trucking concerns, for customers, Later he may find 
a few smaller retailers who agree to purchase gaso- 
line from him. His total volume may now be suf- 
ficient to make it feasible for him to invest in a bulk 
storage plant and truck distribution facilities. This 
is the traditional manner in which small retailers 
have grown to substantial distributors. It is the 
general pattern of expansion in the jobbing indus- 
try.” Memorandum of Empire State Petroleum As- 
sociation before the Federal Trade Commission in 
opposition to the Commission's Proposed Modified 
Findings, Conclusion and Order, Docket 4389, 1953, 

» 82. 

. ™ |. B. Dirlam and A. E. Kahn, \Fair Competition: 
The Law and Economics of Antitrust Policy (Ith- 
aca: Cornell University Press, 1954), p. 251. 


equitable only if there be freedom of ac- 
cess to the function favored by a dis- 
count.” But lessee dealers lease given 
facilities. Actual competitive practice in 
gasoline has established that the flow of 
gallonage provides basis for a discount. 
Just as a jobber can demand a larger mar- 
gin from his supplier on the basis of his 
gallonage, so also can a nonlease dealer 
gradually absorb the functions and thus 
obtain the discounts of the jobber. 

A final alternative is the divorcement 
of the refiner suppliers from the market- 
ing units. A clearly delineated selling 
front by refiner suppliers is implied 
here.*! Those channels in which “sticki- 
ness” of the tank-wagon price is lessened 
would be altered. Oligopoly would be 
more evident, for direct price action by 
refiners would be felt not as a delayed 
reaction but immediately. Direct pressure 
on jobber and retailer margins would be 
blocked. Price would likely therefore be 
higher. 

Such divorcement would deny dealers 
assistance in entering business and in 
sales, accounting, and other business op- 
erations. The alleged economies from 
vertical integration—such as planning of 
capital investments and inventories and 
avoidance of interstitial blocks to reduc- 
tion of market costs and flow of market 
knowledge—would be eliminated.*? 


“ Ibid., pp. 246, 251. In the Standard of Indiana 
case, dealers—in attempts to absorb the wholesaling 
functions, in varying degrees—were refused the dis- 
counted (tank-car) price by Standard. ¥.T.C. Brief, 
Standard Oil Co. v. F.T.C., Supreme Court, 1949, 
p- 8. 
“ The Gillette divorcement bill of 1949, S. 572, for 
example, read: “It shall be unlawful for any person 
directly or indirectly to be engaged in commerce 
in the marketing of refined products while such 
person or affiliate of such person is also engaged in 
one or more of the other three branches of the pe- 
troleum industry, namely, production, refining, and 
transportation” (emphasis added) (8ist Cong., 1st 
sess.). 

“See McLean and Haigh, op. cit., Chapter 11. 
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SUMMARY AND CONCLUSION 


The relatively small nonintegrated 
marketer is insecure unless he has sound 
supply relations with a single supplier as 
protection from possible shortages. He 
thus tends to attach himself to one sup- 
plier and is thereby subject to his “in- 
fluence.” Product differentiation also 
tends to tie resellers to one supplier; but 
its elimination would be at the cost of 
freedom. of. ¢nterprise and innovation. 
Legal attacks on coercive exclusive deal- 
ing in oils cannot alter those economies 
derived from handling a single line or 
brand of oils. Therefore, the basic solu- 
tion to this problem of insecurity and 
dependence on one supplier is continu- 
ously ample market supplies. Appropri- 
ate crude oil production quotas, where 
they apply, and no rigid limitations on 
imports should insure this. Yet, abundant 
market supplies usually lead to price cut- 
ting. The consuming purchasers would 
benefit from lower prices, but the jobber 
and the retailer are likely to be “hurt” 
somewhat more than the refiner. Even 
assuming almost complete regulatory 
controls over crude oil production and 
imports, it would still be impossible to 
find the perfect balance between market 
demand and supply because of unpredict- 
able needs of emergencies and because 
fuel oil and gasoline—whose seasonal de- 
mands are themselves somewhat unpre- 
dictable—are produced as joint products. 

When supplies are abundant, major 
interfirm problems arise when any firm, 
large or small, becomes highly aggressive. 
Bigness itself is not the cause, for no one 
seller can hope to drive out all his com- 
petitors. The aggressiveness of any mar- 
keter, coupled with control, striking first 
and hardest at the retail level leads to the 
charges of unfairness. 

In the face of this market structure, to 


seek to remedy through regulation one 
case of believed unfairness almost inevi- 
tably leads to another or to some price- 
raising rigidity injurious to consumers. 
It is largely a matter of “whose ox is 
gored.” To compel suppliers to sell 
through jobbers may freeze cases of in- 
efficiency into distribution. To prevent 
suppliers from selling direct to large com- 
mercial or industrial accounts at the same 
prices at which they sell to jobbers would 
often compel use of an unnecessary mid- 
dleman. Prices by suppliers to such large 
accounts at prices lower than those ac- 
corded to jobbers benefit even further 
the immediate purchaser. To require 
proof through accounting records that 
marketing operations are not subsidized 
is well-nigh impossible, for when is a 
profit or loss too high or too low? ‘To ex 
tend or outlaw service station leases may 
impair market entry and exclude some 
dealers. ‘To prohibit full integration, even 
though contractual, would remove a 
channel which heightens competition at 
both wholesale and retail. Insistence on 
resale price maintenance would force ri- 
gidity and restrict independence in price 
making. It could exclude some marketers 
from sources of supply. 

Interested groups have sought their 
own solutions to these problems. To pre- 
vent active price competition, retailers 
have sought legislation prohibiting sales- 
below-cost or other price-control laws. 
Some organizations of retailers have en- 
gaged in collusive price fixing. 

Unless competition itself is to be im- 
paired, its undesirable effects must be 
borne by the individual participants, 
even though they are subject to certain 
elements of extrafirm control and in spite 
of the fact that the severity of the compe- 
tition may differ among various parts of 


= 
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the market structure. The participants 
need to recognize the particular risks in- 
herent in the industry. 

But with control, there also lies respon- 
sibility. Independent wholesalers and re- 
tailers should be able to act as independ- 
ent businessmen and have reasonable 
access to supply and favored functions. 


Inequalities in bargaining power, a mark 
of an impure economy, require fair deal- 
ing. The dynamic competitive framework 
makes interfirm understanding and the 
avoidance of inequities difficult, espe- 
cially where unfairness cannot be easily 
defined, but they should not be impos- 
sible to achieve. 
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HE advertiser has always had a very 
ye and natural reason for being con- 
cerned with the results of his particular 
communication—the effectiveness of his 
advertisement. Whenever possible, he has 
been concerned especially with pre-evalu- 
ating a campaign before having to incur 
substantial media and production costs. 

Depending on the objectives of his ad- 
vertising (other than the all-important 
but rather difficult-to-pin-down aim of 
increasing sales in the long run), the ad- 
vertiser has a number of ways open to him 
in attempting to measure and predict that 
elusive characteristic of “effectiveness.” 
He might note how deeply his campaign 
had penetrated by a measure of recogni- 
tion, association, or recall. He might in- 
quire to see what the general reactions 
of his potential consumers are, and what 
their opinions and attitudes might be. Or 
he might check what specific action takes 
place after exposure to his advertising in 
regard to possible increased sales, coupon 
returns, and inquiries. 

It is with the general area of measuring 
advertising effectiveness via noting attt- 
tude change that this report is concerned 
and specifically with the introduction of 
a new technique for measuring that 
change. The following is a report of ex- 
perimental studies done on advertising 
themes, slogans, and appeals, employing 

’ The research reported in this paper was derived 
from the author's dissertation, “Measuring Adver- 
tising Effectiveness from a Communications Point 
of View,” submitted in June, 1955, in partial satis- 


faction of the requirements for the Ph.D. degree at 
the University of Illinois. 


a new technique called the semantic dif- 
ferential, currently being used success- 
fully in the field of experimental seman- 
tics, clinical psychology, aesthetics, and 
public opinion polling. 


THE SEMANTIC DIFFERENTIAL 


Development and Explanation of the 
Technique 


Prevalent in the thinking of most so- 
cial psychologists today is the tendency to 
consider attitudes as “inferred states of 
readiness to react in an evaluative way in 
support of or against a given stimulus 
situation.'? Therefore, a person, an issue, 
a political party, or, for that matter, an 
advertisement, a product, or a manufac- 
turer may be thought of as being good or 
bad, as pleasant or unpleasant, as some- 
thing to be approached or avoided. 

This accepted idea of attitude as evalu- 
ation ties in very neatly with resea’ h 
undertaken by the Institute of Communi- 
cations Research and the Department of 
Psychology at the University of Illinois 
in the development of an objective 
method for measuring meaning. 

This method, described and reported 
by Osgood® and called the semantic dif. 

* Wilbur Schramm, “What We Know About Atti. 
tude Change Through Mass Communication,” Insti- 
tute of Communications Research, University of 


Illinois, 1953. Unpublished manuscript, privately 
distributed. 

*C. E. Osgood, “The Nature and Measurement of 
Meaning,” Psychological Bulletin, vol. 49, 1952, 
Pp. 197-27. Also, C. E. Osgood and G. J. Suci, “Fac. 
tor Analysis of Meaning,” Journal of Experimental 
Psychology, vol. 50, no. 5, November 1955, pp 
325-38. 
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ferential, involves repeated judgments of 
a concept or a number of concepts against 
a series of descriptive polar-adjectival 
scales. 

In the factor analytic work done thus 
far on these descriptive scales, the most 
heavily loaded has been one always clearly 
identifiable as being evaluative. People 
invariably gave meaning to concepts in 
terms of their being “good” or “bad,” 
“fair” or “unfair,” “pleasant” or ‘“‘un- 
pleasant.” Asa result, by using descriptive 
scales with large and exclusive loadings 
on the evaluative factor, along with the 
general methodology of the semantic dif- 
ferential, it was felt that here was a new 
ready-made technique for measuring at- 
titudes. 

As indicated, the technique involves 
the judgment of a concept or concepts on 
a series of evaluative scales. Each of the 
scales is defined by a pair of polar adjec- 
tives on a seven-point continuum similar 
to this: 


Progressing from left to right on the scale, 
the positions are described to the subjects 
as representing “very good,” “quite 
good,” “slightly good,” ‘‘neither good nor 
bad” or ‘equally good and bad,”’ “slightly 
bad,” “quite bad,” and ‘very bad.” 

During the administration of these 
tests, subjects are asked to check their 
scales as quickly as possible and not to 
puzzle over any one particular concept. 
Experimental evidence in giving these 
tests points out that respondents are usu- 
ally unaware of how they had rated these 
concepts even a short time after taking the 
test, especially when they are faced with 
a great number of concepts and scales. 

In tabulating, each scale is treated as 
an equal-interval ordinal scale and, as 
such, positions are given arbitrary weights 
from 1 to 7 along the continuum. If the 


noting of a shift in attitude is desired, the 
positions may be weighted from +- g (in- 
dicating highly favorable) to o (for neu- 
trality) to — g (for highly unfavorable). 

An individual's attitude toward a con- 
cept then is equal to the sum of his nu- 
merical positions on a particular set of 
evaluative scales. This, in turn, may be 
converted to an average score for that in- 
dividual, and these averages may be 
grouped for purposes of comparing vari- 
ous experimental groups. An attitude 
change would be indicated by a change 
(as defined by scale units) between the 
ratings given before exposure to a par- 
ticular stimulus and after exposure to that 
stimulus. 

The reliability of the differential—that 
is, the extent to which it yields the same 
values within acceptable margins of error 
when the same conditions are duplicated 
—is reasonably high, running in the .8o’s 
and .go’s on the evaluative dimension. 
Proof of its validity—that is, the extent to 
which the data obtained with it can be 
shown to be covariant with those ob- 
tained with other independent criteria— 
is harder to come by because there is 
really no accepted index of meaning with 
which to correlate scores obtained by the 
differential. The same problem was faced 
in intelligence testing. Osgood claims a 
high degree of ‘face validity” for the test 
and has reported the various applications 
that have been made with it.* 


Specific Application to Advertising 


The differential used’ as an attitude 
scale is similar to measurements of Thurs- 
tone, Likert, et al., in that its objective is 


*C. E. Osgood, “Report on Development and Ap- 
plications of the Semantic Differential,” Institute of 
Communications Research and Department of Psy- 
chology, University of Illinois. Unpublished manu- 
script, privately distributed, 1953. Also, C. E. Osgood 
and Percy H. Tannenbaum, “The Principle of Con- 
gruity in the Prediction of Attitude Change,” Psy- 
chological Review, vol. 62, no. 1, 1955, PP- 42°55- 
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that of assigning a numerical position 
along a scale that extends from one ex- 
treme of approval or acceptance to the 
other extreme of disapproval or rejection. 
When used to test advertisements, it has 
certain definite advantages: 


1. It offers the possibility of developing gen- 
eralized attitude scales. A number of dif- 
ferent concepts—the advertiser, his prod- 
uct, a slogan, a theme—may be judged 
against the same set of scales. 

. In addition to a measure of attitude to- 
ward a concept, it offers a more compre- 
hensive picture of the meaning of this 
concept if additional factors are in- 
cluded. For example, in the case of the 
corporate symbol, Betty Crocker, two 
consumers might have equally negative 
attitudes toward her, yet consider her to 
have different meanings in terms of her 
strength, her activity, her femininity, etc. 

. It permits getting responses from the 
same subjects both prior to and after ex- 
posure to a particular advertising appeal. 
Thus, it notes resultant changes and tells 
the advertiser what attitude the con- 
sumer brought into the exposure situa- 
tion. 

. Since the differential depends on polar 

adjectives, it eliminates such problems as 
ambiguity, phrasing or overlapping of 
statements, and misunderstanding which 
usually attend all direct-questioning 
techniques. In addition, the mode of pre- 
sentation of the differential assures less 
chance of alerting a subject to an im- 
pending stimulus to which he might pay 
an inordinate amount of attention or to 
which he might react differently because 
he feels he is being “manipulated.” 
It avoids stereotyped responses and al- 
lows for individual frames of reference. 
At the same time, it decreases to an ex- 
tent the amount of control the respond- 
ent has over his reactions. In many cases, 
the respondents are unaware of the cor- 
relation between certain so-called “harm- 
less” scales and oiher more critical scales 
which could not be included because of 
their blatancy. 


PRELIMINARY STUDIES USING THE 
DIFFERENTIAL® 


A Test of Consumer Attitude Toward 
Products and Slogans 


Background. In a small-scale experi- 
ment, working with college students, it 
was desired to find out the effect a per- 
son's knowledge of the association be- 
tween a particular product and its slogan 
had on his attitude toward that product 
and that slogan. How did his attitude 
differ from that of a person who could 
not make the association? 

Procedure. From a list of 40 products 
and their slogans, 10 products were se- 
lected. The criterion for selection was 
that they be neither too well known 
(Coca Cola and “The Pause that Re- 
freshes’’) or too little known (Fisk Tires 
and “Time to Re-tire’’). In random order, 
the subjects were asked to rate the various 
products and slogans on different scales. 
The “sign test” of determining signifi- 
cance was used. 

Results. As might be expected, the sub- 
jects tended to rate slogans and products 
which they knew more favorably than did 
the subjects who could not associate the 
slogans with the products. This was espe- 
cially true for Prudential Insurance 
(“Has the Strength of Gibraltar’’), Mill- 
er's Hi-Life Beer (“The Champagne of 
Bottle Beer’), Borden's Dairy Products 
(“If It’s ___, It’s Got to Be Good’’), and 
Scotch Brand Cellulose Tape (“It Seals 
... ItMends . . . It Holds’). 

There was one significant exception, 
that of Lord Calvert's “For Men of Dis- 
tinction.” Subjects who knew both the 
brand and the slogan consistently and sig- 
nificantly rated both the brand and its 
slogan less favorably than did the subjects 

* The author wishes to express his appreciation to 
Professor Osgood for permission to apply his tech- 
nique to advertising situations and to the Tatham- 


Laird agency for permission to quote from studies 
which he conducted for them. 
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who could not associate the brand with its 
slogan. 

When the subject came upon a strange 
slogan, one which held no association 
with a particular brand for him, he 
tended to react to it in terms of certain 
key words used in the slogan. Good ex- 
amples are the “Champagne” emphasized 
in the Miller beer slogan and the “Gi- 
braltar’’ used in the Prudential Insurance 
slogan. These critical words seem to set 
off responses in the subject very similar 
to the ones which the advertiser would 
want for his particular product—a feeling 
of “class” and prestige for Miller’s and a 
feeling of strength and perseverance for 
Prudential. When such key words were 
absent or when the slogan maker put most 
emphasis on superlatives or ‘good, better, 
best” comparisons, the subject tended to 
rate the slogans in a neutral fashion or 
even to be slightly negative toward them. 

This study offered first evidence to sug- 
gest the hypothesis that high levels of re- 
call or association did not necessarily 
indicate favorable attitudes toward the 
product or a disposition to buy the 
product. 


A Means of Exploring Attitudes Toward 
the Meaning and Believability of Themes 
and Slogans Used in Beer Advertising 


Background. Wiedemann beer, in be- 
coming one of the leading brands in the 
Cincinnati area, had based its advertising 
and promotional campaigns on a strong 
program of consumer research. In analyz- 
ing what it was that had caused certain 
beer drinkers to stop drinking their fa- 
vorite brand of beer, it was found that a 
number of drinkers had complained that 
the flavor of the beer seemed to have 
changed and insisted that the beer did not 
taste “as good as usual.” 

Therefore, Wiedemann in its advertis- 
ing made capital of the fact that its brew- 


ing methods utilized the most rigid set of 
controls of any brewery in the country. 
As dramatic proof of this control, each 
brew underwent a number of tests by the 
company’s brewing experts plus addi- 
tional tests by a reputable, independent 
laboratory. If the brew passed, its number 
was then “registered” on every bottle com- 
ing from that brew. Beer drinkers were 
then assured that this registration num- 
ber meant that the flavor and quality of 
the beer would be uniform. In its adver- 
tising, Wiedemann emphasized two domi- 
nant themes: “It’s Registered” and ‘“‘Fla- 
vor Never Changes.” 

In the course of previous advertisement 
tests, some concern about the believabil- 
ity of these two themes on the part ‘of 
male beer drinkers was evidenced. Since 
the entire success of this campaign de- 
pended on consumer belief in the validity 
of these two claims, it was decided to make 
an intensive study regarding consumers’ 
attitudes toward these two claims as well 
as leading competitive claims. 

Procedure. From an analysis of a full 
year’s advertising of the four leading 
brands in the area—Bavarian, Hudepohl, 
Burger, and Wiedemann—two major 
themes for each beer were chosen. Four 
paragraphs of copy were written, one for 
each of the four brands, each containing 
both themes and epitomizing the adver- 
tising claims of the four brewers. The 
brands were not identified; blanks were 
left for the names. 

Via direct probing, 100 male beer 
drinkers in Cincinnati gave their ideas as 
to what the various themes or slogans 
meant. They were then asked to identify 
the beers from a reading of the four copy 
blocks. Lastly, they rated all eight slogans 
on a series of scales, all highly correlated 
with the 
scale. These ratings were obtained for 
“beer advertising” and “advertising in 
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general” since it was felt that benchmarks 
or “pars for the course” were necessary. 

Results. In general, the beer drinkers 
were well aware of the content of the ad- 
vertising for these leading beers. The ma- 
jority of them could recall three out of 
four of the top brands’ slogans and iden- 
tify them correctly. Both Wiedemann’s 
advertising themes were in this category. 

However, of the group that could as- 
sociate slogan with brand, correspond- 
ingly fewer men expressed belief in the 
claims, as registered by their ratings on 
the critical scales, even with due allow- 
ance for “trade puffery.” The male re- 
spondents made fine distinctions in their 
use of the scales. For example, while al- 
most half of them thought beer advertis- 
ing to be believable, 40 per cent thought 
it honest, 36 per cent thought it true, and 
only 17 per cent thought it accurate. 

The negative ratings were particularly 
evident when the themes featured unsup- 
ported superlatives (one beer claimed to 
be the “first choice of brewing experts’) 
or when the men thought the slogan con- 
tained a misstatement of fact (one beer 
claimed to be man’s beer’). Fewer pos- 
itive ratings were given themes which 
made references to processes not within 
the ken or experience of the respondents 
(for example, a “Process 14-K" and 
Wiedemann’s “It's Registered”). 

Lastly, still fewer of the group who 
could identify a particular advertising 
claim and who considered it as being be- 
lievable actually understood what the 
slogan meant. This was especially the case 
for “It’s Registered.”” Almost half of the 
men who said they believed the slogan to 
be true admitted that they really did not 
know, were not sure, or that the phrase 
actually meant nothing to them. 

The immediate application of the find- 
ings was a management decision of decid 
ing if it was necessary to increase consum 
ers’ understanding of the process, since 


the Wiedemann association and believa- 
bility scores were highest of all four beers 

From a research point of view, a fur- 
ther-reaching consequence was the intro- 
duction of more evidence supporting the 
hypothesis that high levels of association 
or recall did not necessarily mean a favor- 
able attitude or disposition to buy the 
product. In addition, it seemed that high 
levels of recall did not even necessarily 
mean that the consumers understood the 
core idea of intensive and expensive ad- 
vertising campaigns. 


BASIC STUDY USING THE DIFFERENTIAL 


As a Pretest of Advertising Theme Effec- 
tiveness 


Background. The Toni Company, one 
of the largest manufacturers of products 
for women, had at one time been thinking 
of introducing a new hand lotion called 
“Soft Touch.” (Since that time the name 
Soft Touch has been used by Toni in as- 
sociation with a new lipstick.) In such a 
highly competitive field, there were a 
number of possible appeals which could 
be emphasized. 

It was felt that the product's newness 
and its stiff competition would provide 
an excellent testing ground for using the 
semantic differential to pretest a variety 
of possible advertising themes. It was also 
felt desirable to compare the results of an 
attitude scale with those of a consumer 
jury test and a recall “playback” type of 
test. 

Procedure. Five quite different adver- 
tising appeals were selected—from com- 
peting hand lotions, from certain new 
approaches created by Toni, and from 
certain of the experimenter's ideas. A 
one-minute radio commercial (approxi 
mately 125 words long) was written, em 
phasizing each of the following appeals: 


1. Negative appeal—in this commercial, 
strong emphasis was put on the negative 
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symptoms of bad skin; cracked, calloused 
hands; and hangnails plus a dramatiza- 
tion of a “whispering campaign” with 
one of the characters saying: “don’t look 
now, but your hands are showing.” 

. Testimonial appeal—A prominent movie 
actress, Marilyn Monroe, suggests use of 
Soft ‘Touch because of her own personal 
success with the product. 

. Scientific appeal—The high point here 
was the scientific newness of Soft ‘Touch. 
‘Terms used in describing this product 
had a strong scientific bent; for example, 
“hyperemic,” “keratolytic,” ete. 

. Romance appeal—The theme used in 
this commercial was the popular appeal 
to homemakers and career girls that de- 
spite having to work and constantly use 
their hands, they could still keep them 
soft and smooth and find love and ro- 
mance, 

. Zany or whimsical appeal—In an attempt 
to get something different for Soft Touch, 
the Toni Company had experimented 
with the idea of playing on words with 
the name Soft Touch; for example, “he'll 
be a soft touch when you use that new 
Soft Touch hand lotion.” 


All advertising copy was edited and re- 
viewed by copywriters of two different 
advertising agencies as well as by instruc- 
tors in advertising at the University of 
Illinois and the University of Notre 
Dame. It was judged professional in pro- 
duction and quality. 

As the vehicle for these commercials, a 
musical comedy highlight program called 
“Two on the Aisle’ was dramatized by 
professional radio actors and announcers 
from Stations WILL and WDWS in 
Champaign-Urbana, Illinois. The pro- 
gram was specifically designed to be of in- 
terest to women, yet sufficiently neutral 
in itself so as not to unduly affect the 
listeners’ reception of the commercial. 
The program consisted of music plus in- 
cidental comments about the musical 
comedy “Kismet,” enjoying a long run 


on Broadway at that time and conse- 
quently of current interest to the subjects. 
The program also was judged and con- 
sidered of professional quality. 

Five copies of the master tape of the 
program were made and differed from 
each other only in that a different com- 
mercial, repeated twice—once at the be- 
ginning and once at the end of the pro- 
gram—was dubbed in. Thus, the program 
material was held constant; the only vari- 
able was that of the commercial. 

Before actually running the  full- 
fledged study, a pilot study was set up 
with 53 women in physical education 
classes at the University of Illinois to test 
such factors as time interval between pre- 
tests and post-tests, nature of test presen- 
tation, testing instructions, etc. The 
women were not exposed to the radio 
program or the commercials. From an 
analysis of these data, the following con- 
cepts were chosen: 


1. The ideal hand lotion 
2. Sororities 

3. Hand lotion I buy 

4. Fraternities 

5. Soft Touch hand lotion 
6. Independent houses 

7. Romance 

8. Classical music 

g. Marilyn Monroe 

10. Popular music 

11. Products made by ‘Toni 
12. Jazz music 

13. Scientific developments 


The reader will note that the odd-num- 
bered concepts were actually the critical 
concepts. Those with even numbers were 
“fillers” used to keep respondents from 
getting too much of a ‘mental set” as to 
what they were going to hear. The fillers 
came in groups of three to balance refer- 
ences made to hand lotion. 

Along with the “good-bad” scale, seven 
additional scales were used, all having 
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significant correlations (above the 5-per 
cent level of confidence) with the good- 
bad scale, the most heavily loaded of the 
evaluative scales. The scales used were: 


. Good—bad 

. Annoying—pleasing 
Tasty—distastetul 

. Cheap—expensive 
Important—trivial 

. Boring—interesting 
. High-class—low-class 
. Humorous—serious 


on OO 


In the pilot test, an interval of a week's 
time was interposed to get pretest and 
post-test ratings. Originally, the thought 
for the main experiment was to separate 
the two tests by as much time as possi- 
ble to ensure forgetting. Interestingly 
enough, one of the critical concepts—that 
of Marilyn Monroe—was rated quite dif- 
ferently between the two tests. It was just 
at this time that Miss Monroe was making 
her much publicized tour through Korea 
and it had evidently affected the women’s 
attitudes toward her. 

Therefore, it was decided not to risk 
a considerable time interval between the 
two tests, thus possibly introducing an- 
other variable. Both tests would be ad- 
ministered in one sitting, separated by 
the radio program and preliminary in- 
structions. The pretest ratings were to be 
gotten under the guise of a “practice” 
session. This artifice had been used in 
other experiments and seemed to have 
been successful. 

The actual experiment was conducted 
at the College of St. Mary's, a Catholic 
women’s college in South Bend, Indiana. 
Testing took place in a large comfortable 
women’s lounge in the main building on 
campus. Two hundred women students 
picked at random from freshman to senior 
classes were asked to assemble in groups 
of 40 at scheduled times. They were told 
that the experiment had to do with the 


testing of a new device which tried to 
measure people's reactions to persons, 
places, and things in the news today. In 
this case, it was going to be a radio pro- 
gram which had been recorded from an 
“actual” broadcast in another city. No 
references were made to advertising or to 
radio commercials. 

For a “warm-up” to gain necessary 
speed in using this new instrument, the 
women were told to check various scales 
for the eight important concepts as well 
as some of the fillers. Frequent references 
were made to the nature of the practice 
session, that *it was only preliminary to 
the actual test. To heighten this illusion, 
the subjects were permitted a five-minute 
break to relax them before the “real” 
broadcast. During the intermission, they 
were not permitted to communicate with 
one another or to discuss the test. 

Each of the five groups heard the taped 
program and its special commercial. The 
program lasted about 12 minutes. After 
the audition, they were asked to confine 
their attention to the commercials only. 
They were asked to give indications of 
their recall of the radio commercials, spe- 
cifically as to the brand and product and 
the main idea. Next, they used the atti- 
tude scales to check all concepts, both test 
and filler. Lastly, all five commercials 
were played successively, order of pre 


sentation being randomized from group 
to group, and the subjects were asked to 
rank them from 1 to 5 in order of preter 
ence, 


Results. 

1. Reliability:of the Differential. Al- 
though ehecks on the semantic differen- 
tial in other related studies indicated 
reasonably high reliability coefficients, 
the nature of the experimental design 
provided a built-in check of reliability. 

In each of the five groups, there were 


THE JOURNAL OF MARKETING 


Tase | 
RELIABILITY OF JUDGMENTS ON THE SEMANTIC DIFFERENTIAL ON Five ConTROL CONCEPTS 


Scale position 


Control Pre- Post- 
concepts test test 


oT 
valuet 


+1.80 
—1.73 
+213 
+2.26 
+1.99 


+1.77 
—1.69 
+2.12 
+2.20 
+1.92 


Romance 
Monroe 
Science 
Science 
Romance 


>.10 
>.10 
>.10 
>.10 
>.10 


+ 3O1;— 479 
+ 478;— 296 
+ 320;— 473 
+ 363;— 547 
+ 326;— 401 


>.05 
>.0S 
>.05 
>.05 
>.0S 


* Correlated ‘‘t'’ tests —degrees of freedom, 39. 


t Paired Replicates test—"'T"’ value under 264.2 signiiicant at .05 level of confidence: "1" 


significant at .01 level. 


certain concepts which were not referred 
to in the radio commercials. For example, 
in the group that listened to the Marilyn 
Monroe testimonial commercial, none of 
the group was exposed to any information 
about scientific developments. If the tech- 
nique were truly reliable, there should 
have been little or no significant change 
in the way subjects rated scientific devel- 
opments over the short span of time which 
elapsed between the pretest measurement 


and the post-test measurement. 

Table I indicates the degree of reliabil- 
ity of the semantic differential on those 
concepts which experienced the greatest 
change as measured in scale units for each 
of the five groups. Two tests of signifi- 
cance were used.® 


* The first test was the correlated “t” test, which 
measures the significance of the difference between 
two means when the two samples chosen seein to 
be correlated. This was the case in this experiment, 
since the two measurements were of the same group 
—one before and one after exposure to the com- 
mercial. Any difference between these means is ex- 
pressed in terms of a “t” value, values for which 
have been tabled and which show for various de 
grees of freedom the probabilities that observed 
values differing from zero (either positively or nega 
tively) may occur by chance. 

The second test used was the Wilcoxon Paired 
Replicates test for determining the significance of 
difference between two samples. (Frank Wilcoxon, 
“Some Rapid Approximate Statistical Procedure,” 
American Cyanamid Company, Stamford, Connecti 
cut. Revised, July 1949.) This test does not require 
the assumption of normality of data which underlies 
such procedures as the analysis of variance or the 


value under 218 


The greatest change in scale units be- 
tween pretest and post-test ratimg was a 
—.07 for Group 5 on the concept of ro- 
mance. For both significance tests, this 
change was not significant beyond the 
likelihood of chance or sampling errors. 

Since these five control concepts ex- 


perienced the most change, it is reason- 


able to expect that this holds true for all 
concepts other than the critical test con- 
cepts. Judging from these control con 
cepts, it would appear the mean judg 
ments on the semantic differential were 
extremely reliable. 

2. Similarity of the Five Test Groups. 
Before observing what changes came 
about through exposure to the different 
commercials, it was necessary to deter 


“t” test. In brief, this test concerns itself with ranks 
and substitutes serial numbers 1-2-3-n corresponding 
to the magnitude of the experimental figures. The 
ranks are totaled for each sign—in this case, all of 
the pluses for a positive change in attitude and all 
of the minuses for a negative change in attitude. 
A “T” value is then computed, which is the ex 
pected rank total if there is no difference between 
pretest and post-test groups. The observed total is 
compared with the expected total. The critical val 
ues for this experiment were 264.2 at the .os, level 
of confidence and 218 at the .o1 level of confidence 
If any of the rank totals—either positive or negative 
—exceeded 264, the differences would not be con 
sidered statistically significant at the os level of 
confidence and might be attributed to chance fac 
tors. If any of the totals were lower than either of 
the two critical figures, they would be considered 
statistically significant at that particular level of 
confidence. 
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ANALYs1IS OF VARIANCE OF PRETEST JUDGMENTS ON “Sort Toucan” 


Source Sum of squares D.F. Mean square “F" ratio Probability 
Between 536.756 4 134.189 2.301 > 0S 
Within 11272.010 195 58.318 

Total 


199 


11808.766 


mine that the five groups of subjects—all 
college students from St. Mary’s Women’s 
College—were similar and that they did 
not differ significantly on their initial 
attitudes toward the key concept of Soft 
Touch. 

Therefore, an analysis of variance was 
computed, Tables II and III indicate the 
analysis of variance for pretest and post- 
test judgments on Soft Touch hand lo- 
tion. Bartlett's test for homogeneity of 
variance was applied, and it was found 
that the data met the assumptions of anal- 
ysis of variance. In the pretest, the dif- 
ferences in variation between the five 
groups should not be significantly larger 
than the differences in variation within 
the groups. This difference is expressed 
in terms of an “F” ratio, values for which 
are tabled. These tables show, for various 
degrees of freedom, the probabilities that 
such differences may occur by chance or 
sampling errors. 

Although there were no significant dif 
ferences between the groups in their at- 
titude toward Soft Touch prior to their 
exposure to the commercials, there were 
significant differences in the groups after 
the commercials. The variation was there- 
fore attributed to the groups’ being ex- 
posed to the five commercials. 


Ill 


3. Change in Altitude Toward Soft 
Touch. Table IV shows the change in 
scale units produced by each of the five 
appeals. In every case, there was a signifi 
cant change in attitude, as measured by 
both tests, caused by exposure to each of 
the commercials. The greatest absolute 
change was caused by the Marilyn Mon 
roe testimonial commercial. The group 
originally exposed to this commercial had 
previously rated Soft Touch favorably, 
as had all the other groups. This was prob 
ably due to its name. However, after 
listening to the Marilyn Monroe com- 
mercial, these women switched over to a 
more negative position. Actually, this 
commercial had caused women be 
more negative toward the product. 

Although in every case the changes 
were significant beyond chance on both 
significance tests, only one commercial 
changed the women's attitude toward 
Soft Touch in a more favorable direction. 
That was the scientific appeal, which 
caused the women to go from an almost 
neutral position (-+-.29)—although still 
slightly favorable—to a definitely more 
favorable position (-+.89). 

Only one other commercial kept the 
subjects on the favorable side of the scales 
in their attitude toward Soft Touch. That 


to 


ANALYSIS OF VAKIANCE OF Post-TEst JUpGMENTS ON “Sort Toucan” 


D.F. 


Sum of squares 


Probalnlity 


vatio 


Mean square 


Between 3914.330 4 
Within 14208.625 195 
18122.955 199 


978.582 
72.865 


13.410 


~ 
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ATTi TUDE CHANGE Towarp “Sort Toucn” Propucenp sy Eacu or THe Five as DEFINED 
BY THE Dif FERENTIAL 


Scale position 


Commercial 


Scientific appeal 
Negative appeal 
Romantic 
Zany appea 
Testimonial appeal 


* Correlated ‘‘t"’ tests —degrees of freedom, 39. 
1 Paired Replicates test 
significant at .O1 level. 


was the negative appeal, which saw the 
group auditing this cornmercial go from 
slightly favorable toward Soft Touch 
(+-.64) to slightly less favorable (+-.29)— 
almost a point of neutrality. 

The other three commercials actually 
brought about negative changes in the 
group's attitude toward Soft Touch. They 
were the romantic appeal (going from 
+.$2 to —.05), the so-called zany appeal 
(going from +-.44 to —.46), and the Mari- 
lyn Monroe testimonial appeal (going 
from +-.24 to —.88). 

It would seem that Soft Touch, even 
without enjoying previous purchasing 
experience on the part of the 200 subjects, 
had favorable connotations for the wo- 
men. No group initially rated it nega- 
tively and all groups tended, to rate it 
favorably before exposure. 

4. Comparison of Attitude Test with 
Consumer Jury and Recall Tests. Table 
V indicates the ranking of the five com- 
mercials on three different methods of 
testing advertising effectiveness. 


a. Attitude Scales and the Consumer 
Jury Test 

The rankings for the attitude test were 

based on the commercials which changed 

attitude toward Soft Touch from most 

favorable to least favorable. The rankings 


—*T" value under 264.2 significant at .05 level of confidence; ““T"' value under 218 


for the consumer jury were based on 
weighting the first through fifth choices. 
The resultant totals were converted into 
ranks. 

Since both the attitude test and the 
consumer jury test are general reaction 
tests, one might expect similar rankings; 
and, in general, such was the case. But 
there were also interesting differences. 
The romantic appeal, which did not 
change the group's attitude toward Soft 
Touch hand lotion a great deal—if any- 
thing, it made them slightly more nega- 
tive—was consistently listed first when 
subjects were asked to select the one they 
liked best. The scientific commercial, on 
the other hand, was the only commercial 
to bring a favorable change in attitude; 
yet, it was liked second best on the con- 
sumer jury test. Interestingly enough, the 
so-called zany commercial was constantly 


TABLE V 


COMPARISON OF RANKING OF COMMERCIALS BY 
Taree DirrereEnt Metuons or TEstTinG 
ADVERTISING EFFECTIVENESS 


Altitude Consumer Recall- 
scales jury playback 


Commercial 


Scientific appeal 
Negative appeal 
Romantic appeal 
Zany 
Testimonial appeal 


376 
Pre- Post- 
Pe test test Change value* valuet P 
+.29 +.89 + .60 4412 <001 +4111 <.01 
+.64 +.29 — .3§ 2.205 <.05 +257 <.05 
+ .32 —.05 — 37 2.528 <.02 +244 <.05 
+ 44 — 46 — 7.201 <.001 + 19 < 01 
+.24 — 88 —1.12 10.742 <.001 + 41 <O1 
| 
1 2 5 
2 3 3 
3 1 4 
4 5 2 
: 5 4 1 
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rated lowest on the consumer jury test. 
Subjects even wrote in highly critical re- 
marks. Yet, it caused less of a negative 
change in attitude than did the Marilyn 
Monroe commercial. 


b. Attitude Scales and the Recall 
Test 

The rankings for the recall test were 
arrived at by comparing the percentages 
of each group exposed to a particular 
commercial that could recall critical copy 
messages from the commercial. There 
was essentially no difference in brand reg- 
istration, which one might expect, consid- 
ering the immediacy of the testing 
situation. The commercial with the high- 
est percentage of meaningful recall was 
ranked first; the next highest, second; and 
so forth. There were definite differences 
in the rankings given by the attitude test 
(a general reaction test) and the recall test 
(a test of penetration). In fact, the two 
tests were almost diametrically opposed. 

The two commercials which were most 
“effective,” as judged by the subjects’ abil- 
ity to recall something meaningful from 
the commercial—the zany commercial and 
the testimonial commercial—were actu- 
ally the least “effective” when judged by 
attitude change. The scientific commer- 
cial, ranked first on the attitude test and 
second on the consumer jury test, actually 
had the lowest amount of meaningful re- 
call. 

It would seem—at least for this particu- 
lar experiment—that tests of penetration 
and tests of general reaction actually 
measure different things, perhaps differ- 
ent levels of what we have come to think 
of as effectiveness. 


CONCLUSIONS 


There is no one over-all superior meas- 
urement of advertisement effectiveness. 
There is no one perfect advertisement 


test. The selection of one test or a com- 
bination of tests depends on the specific 
aim or objective of a particular advertise- 
ment, and this specific aim need not be 
synonymous with the much more long- 
range objective of sales. 

Although frequently the specific aims 
of an advertising campaign are not stated 
—other than some vague reference to in- 
creased sales—or these specific aims may 
be difficult to spell out, it would seem safe 
to say that usually an advertisement: 


(1) must get attention and interest of pro- 
Spective customers. But not for atten- 
tion’s sake alone! To those people pay- 
ing attention, an advertisement . 

(2) must register or communicate an idea, 
feeling tone, or message. But, again, this 
in itself is not enough because this idea 


must bring about a more favorable at- 
titude or disposition to buy. But this 
favorable disposition must be set up in 
enough prospective customers to war- 
rant the expenditure. Therefore, it 
must get as much attention and interest 
as possible, which brings us back to 
level (1) again. 


Put in another way, an advertisement 
might get a number of prospective cus- 
tomers to pay attention to it—perhaps it 
might even get a number of them to recall 
or “play back” the main idea or message— 
but, if it has not also set up a more favor- 
able disposition to buy the product, then 
it has not really been effective. With this 
concept of effectiveness, one can see why 
it is possible for an advertisement to do 
very well on attention and registration of 
the main sales idea, yet cause a negative 
change in attitude—as was the case for 
three of the commercials for Soft Touch 
hand lotion. It is also possible for a slogan 
to chalk up high association and identifi- 
cation scores, yet have fewer people indi- 
cate an attitude of belief toward claims 
made in the slogan and still fewer under- 
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stand what the main message or idea of 
the slogan meant—as was the case for 
Wiedemann beer. 

Naturally, there are always factors of 
cost and time to bear in mind and, de- 
pending on the objective of an advertise- 
ment, one might be content with just one 
measurement level—for example, how 
many understood that this was a new im 
proved product or that the package had 
changed. But it would seem that a really 
valid test of an advertisement would ob- 
tain measures of all three levels of effec- 
tiveness. 

A number of advertising research serv- 
ices are paying increasing attention to 
attitude change as a necessary criterion 
of effectiveness and attitude scales, as typi- 
fied by the differential, as a particularly 
good means for measuring this change. 
In print media, Cornelius DuBois has 
added attitude scales to his “folder test,” 
which gets measures of recall and con- 
sumer preference. The respondent is 
handed a list containing a number of 
brand names and asked to rank them on 
a scale. Interestingly enough, DuBois has 
arrived at a seven-point scale as most suit- 
able for his purposes. The respondent 
then goes through the folder of advertise- 
ments, looking at them as he would a mag- 
azine. He is then given a list of products 
once more and asked for his ratings. Du- 
Bois then has measures of recall, prefer- 


ence (if he so desires), comprehension, 
and attitude change, if any, to use in ana- 
lyzing his results. 

There is no question that the differen- 
tial as an attitude scale for measuring 
advertising effectiveness needs more val- 
idation in terms of comparison with other 
advertisement tests. Plans have already 
been made to compare results of attitude 
scales, as typified by the differential, with 
Horace Schwerin’s “Comparative Prefer- 
ence” test, which adds product choice to 
measures of attention and recall after ex- 
posure to a filmed television commercial. 
It also needs more varied application than 
just the three experiments reported here. 
Specifically, in the case of the hand lotion, 
it would have been interesting to test con- 
sumer groups other than the relatively 
homogenous group of Catholic college 
women, who—although they were pro- 
spective customers—might have reacted 
and used the scales differently from house- 
wives or office employees. Then, too, it 
would seem worth while to see if the 
differential could tease out differences in 
attitude change when three variations of 
the winning scientific appeal are pre- 
sented. 

But, even from this perforce brief re- 
view, its possibilities are obvious and its 
potential seems to be limited only by the 
advertiser's readiness and ability to apply 
it. 


= 


LONG-RUN AUTOMOBILE DEMAND 
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SHORT-RUN VERSUS LONG-RUN DEMAND 


N the past, the theory and measure- 
| ment of automobile demand has been 
subjected to econometric scrutiny in the 
pioneering work by Roos and Szeliski.? 
Their purpose was to estimate the de- 
mand for cars year by year, as indicated 
by the word “changes” in the title of their 
paper. But suppose one is merely inter- 
ested in the long-run trend of automobile 
output because one wants to know 
whether current levels are above or below 
normal. This would be a relevant ques- 
tion to ask if one is concerned with long- 
run investment decisions. If trend rather 
than year-to-year changes is the informa- 
tion we seek, a very simple tool—much 
simpler than the Roos-Szeliski tools—can 
be applied. Admittedly, the tool will do 
only as a first, very rough approximation. 
But refinements and qualifications can 
always be added. 


THE TOOL 

Suppose we have a perfectly smoothly 
growing stock S of automobiles. Suppose, 
furthermore, that the useful life of an 
automobile has some distinct value, L. 
years. Let the proportionate rate of 
growth of our automobile stock be g per 
annum. Then the demand x for new auto- 
mobiles will consist of two components, 
that is, one which replaces the automo- 
biles retired and one which makes the 
stock of automobiles grow.’ Now, at any 

* The author is grateful to his colleague Robert 
Ferber for criticism and suggestions 

*C. F. Roos and Victor von Szeliski, “Factors Gov- 
erning Changes in Domestic Automobile Demand,” 
The Dynamics of Automobile Demand (New York: 
General Motors Corporation, 1949). 


* The reader may at first sight question the real- 
ism of the notion that retired ‘automobiles are re 


particular time in our perfectly smoothly 
growing automobile market, there exists 
an extremely simple value of the ratio be- 
tween automobile demand and automo- 
bile stock, namely, 


x(t) 

~ (1 +g) 

where x(t) is automobile demand in pe- 
riod t, and S(t — 1) is automobile stock at 
time t-1. Period t is the period ending at 
time t. Formula (1) has been rigorously 
derived in the appendix at the end of the 
present paper. The value of the ratio 


x(t) 
S(t — 1) 


as determined by (1) is called the equilib- 
rium value of that ratio. It will exist only 


(1) 


in a smoothly growing automobile mar. 
ket, and it is expressed in terms of two 
structural parameters, rate of growth g 
and useful life L. Table I tabulates the 


| 
1— (1 
VALUES OF g AND L 


VALUES oF RATIO FOR ALTERNATIVE 


O4 


167 
149 
1M 
123 
114 
107 


ratio (1) for alternative values of the struc. 
tural parameters g and L. 


placed by new ones. But, ignoring the length of 
time that a used car spends on the dealer's used-car 
lot, we can say that when a new-car buyer trades in 
his used car, the latter will replace somebody else's 
still older car which in turn wili replace someone's 
still older car until finally a jalopy is junked. 
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_ = 
7 161 173 179 
142 155 161 
9 128 141 147 
10 117 130 136 
11 108 120 127 
12 100 AM 119 
|| 
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‘The application of our tool to any par- 
ticular situation proceeds as follows. Sup- 
pose we want to know whether the vol- 
ume of new passenger-car sales in 1955 is 
above or below equilibrium. The latest 
available figure for S is 44 million passen- 
ger cars in operation on July 1, 1954. All 
we have to do, then, is to multiply this 
figure by our equilibrium ratio as deter- 
mined by formula (1). We shall then ob- 
tain the equilibrium value of x(t), which 
can be confronted with the actual value 
of x(t), which was close to 8 million cars. 
Table II tabulates the equilibrium value 


Il 


SALES OF New Passencer Cars IN MILLIONS OF 
Units InN Periop t As A FUNCTION OF RATE OF 
GRrowTH g OF PASSENGER Car STOCK AND 
Userut Lire L rer Cak WHEN STOCK 
In Periopt — 11844 MILLION 


06 

7 7.06 7.33 7.60 7.88 

8 6.27 6.54 6.81 7.09 

9 5.65 5.92 6.19 647 

10 5.16 5.42 5.70 5.98 
11 4.76 5.02 5.30 5.58 
12 442 4.09 4.96 5.25 


of x(t) for 1955 as determined by (1) the 
given value of S(t — 1), that is, 44 million, 
the total number of passenger cars in op- 
eration on July 1, 1954; (2) values of the 
proportionate rate of growth g ranging 
from .og to .o6; and (4) values of the use- 
ful life L. ranging from 7 to 12 years. For 
example, if the stock of automobiles at 
time t — 1 is 44 million, if stock is growing 
at 5 per cent per annum, and if useful life 
is 11 years, then the equilibrium value of 
the demand for cars during period t is 
5.3 million units. It should again be em- 
phasized that this is a hypothetical figure 
showing what under the circumstances 
demand would be in a smoothly growing 
automobile stock. Actual demand may 
differ very much from this equilibrium 
value, but the sign and size of the differ- 


ence is an important clue to the future. 


EMPIRICALLY PLAUSIBLE VALUES OF THE 
STRUCTURAL PARAMETERS L, AND g 


The useful life L of an automobile is 
an average covering a wide range of val- 
ues. Some cars are wrecked during the 
first weeks of their lives, and well-main- 
tained prewar models may give excellent 
service for many years to come. The only 
available clue to an empirically plausible 
value of L. is the estimate by the Automo- 
bile Manufacturers Association of average 
age of cars when retired. It should be 
realized that useful life and average re- 
tirement age would coincide only if au- 
tomobile stock remained stationary. If the 
stock is growing, cars retired while still 
young represent a more numerous genera- 
tion than cars retired at a very old age. 
Consequently, excessive weight is given 
to the former at the expense of the latter, 
and the general statement can be made 
that useful life exceeds average retire- 
ment age in a growing stock. With this 
qualification in mind, we can use the 
Automobile Manufacturers Association 
data on average retirement age, repro- 
duced in Table III. The general impres- 


Tassie 


1930 
1935 
1941 10. 
1952 14. 
1953 1 


* Source: Automobile Manufacturers Association, 
Automobile Facts and Figures 1955 (Detroit, Michi- 
gan), p. 8. 


sion is that retirement age has been grow- 
ing rather smoothly from 6.5 years in 1925 
to 14.3 years in 1952. However, wartime 
restrictions upon motor travel caused 
many cars to be placed in storage for the 
duration of the war, and the absence or 
scarcity of new cars in the market gave an 
inducement to maintain and service cars 


AVERAGE RETIREMENT AGE, YEARS* 
1925 — 
0 
3 
2 
3 
8 
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much better than was usually done. Gen- 
erally speaking, then, late prewar cars 
played the role that would otherwise have 
been assumed by 1943 through 1945 mod- 
els, had these existed. When the last pre- 
war models are being scrapped, early post- 
war models will play the role previously 
played by the late prewar models, and a 
reduction of average retirement age no 
doubt will occur. The long-run trend to- 
ward longer lives will then be temporarily 
reversed. The 1953 figure, 19.8, actually 
indicates that this is already happening, 
so the 1952 figure, 14.3, is not likely to 
prevail. All in all, the useful life to be 
expected for the longer run would appear 
to be somewhat lower than 14 years. A 
figure between 10 and 12 years would not 
seem implausible, but this is probably the 
lowest the industry can possibly hope for. 


TABLE IV 


PASSENGER CARS IN OPERATION IN THE 
STATES AS OF JULY 1, 1950-1954 


UNITED 


Proportionate 


Year Millions* rate of growth 
1950 35.9 

1951 38.5 
1952 39.8 060 
1953 42.2 052 
1954 444 


* Source: Automotive News Aimanac, 1951 through 


1955 


Our second structural parameter is g, 
the proportionate rate of growth of auto 
mobile stock. As for an empirically plaus- 
ible value of g, the best we can do is to 
examine automobile stock statistics since 
1950. Growth of automobile stock was 
abnormally low during the war and ab- 
normally high between 1945 and 1950. 
Since 1950, growth has settled at around 
51% per cent per annum. Table IV repro- 
duces available figures on passenger cars 
in operation as of July 1 for the years 1950 
through 1954. The entire growth from 
35-9 million in 1950 to 44.4 million in 


1954 corresponds to an over-all propor- 
tionate rate of growth of slightly below 
.055 per annum. It might be added that 
the U. S. Bureau of Public Roads has esti- 
mated the proportionate rate of growth 
of passenger-car stock from 1954 to 1955 
at .051, corresponding well to the over-all 
average for the early 1950's.* Fortune, on 
the other hand, has estimated the propor- 
tionate rate of growth from 1954 to 1959 
at a Conservative 4 per cent per annum.°® 

Our conclusion, then, is that for L an 
empirically plausible value would be be- 
tween 10 and 12, and for g it would be 
between .04 and .o6. 


CHANGING VALUES OF THE STRUCTURAL 
PARAMETERS L, AND g 


So far, we have studied the equilibrium 
value of the ratio wes as determined by 


equation (1) and as tabulated in Table L. 
If our estimates of the structural parame- 
ters L. and g are sound, the equilibrium 
value will be between .196 and .107 cor- 
responding to equilibrium new-car sales 
between 5.98 million and 4.69 million, 
which is considerably below actual 1955 
output. But what if the structural parame- 
ters are themselves subject to change over 
time? In fact, they are; we have already 
seen that over the decades, passenger cars 
seem to have increasing longevity. If such 
changes are slow and numerically small, 
our equilibrium analysis is still a good, 
first approximation. But if the changes 
are abrupt and large—as they may well be 
in the short run—our equilibrium analy- 
sis will merely indicate a normal level 
from which we are moving away and an- 
other normal level toward which we are 
moving, but it will tell us nothing about 
the path to be followed between the two. 
* Automotive News, August 29, 1955, p. 6. 


*“A New Kind of Car Market,” Fortune, Sep 
tember 1953, p. 100 


— 
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Suppose, for example, that the useful 
life L. for one reason or another drops 
from, say, 12 to 11 years but that desired 
automobile stock still grows at the same 
proportionate rate of growth g. In that 
case, two generations—that is, the cars 
eleven years old along with those twelve 
years old—will be scrapped at the same 
time. Added to the normal growth de- 
mand, this double scrappage will greatly 
expand new-car demand. Next year, only 
one generation will be scrapped, but after 
eleven years there will be the familiar 
“echo effect.” Since not all cars have the 
same useful life, the echo effect will even- 
tually die out, and we are left with a per- 
manent increase in new-car demand rela- 
iuve to automobile stock (cf. Table 1). 
Shortening car life at unchanged growth 
rate means that motorists want better 
(newer) but not more cars in their garages. 
Such is likely to be the case when (1) em- 
ployment and real income levels are ris- 
ing; (2) new-model stimuli are becoming 
more powerful; (3) finance terms become 
easier; (4) used-car prices are dropping, so 
used-car owners will be stimulated to buy 
a newer used car and scrap the old one; 
and (5) the cost of repairing wrecks is ris- 
ing significantly. All five things are, in 
fact, happening in the mid-1950's, and 
they could conceivably explain the fact 
that actual new-car sales are now much 
higher than our equilibrium analysis 
would make us believe. If so, the impor- 
tant conclusion can be drawn that the 
present state of affairs is not going to last. 

Or suppose that the industry suddenly 
faces a switch in growth of automobile 
stock from 4 per cent per annum to 5 per 
cent per annum but that useful life L re- 
mains constant. Under such circum- 
stances, the entire increase in stock must 
be brought about by output of new cars. 
This will give us the familiar accelerator 
_ effect with its violent changes in output. 


Let automobile stock at time t-2 be 42.91 
million. A 4 per cent annual growth then 
means that during period t-1, stock will 
grow by 1.69 million in order to reach 
44.00 million at time t-1. Now, let the 
growth rate rise suddenly from 4 to 5 pet 
cent per annum. During period t, stock 
will then grow by 2.20 million and will 
reach 46.20 million at time t. Continuing 
to grow at 5 per cent per annum, it will 
grow by 2.31 million during period t + 1 
and will reach 48.51 million at time t + 1. 
Thus, we find the growth component otf 
new-car demand to be 


1.69 million 
etre 2.20 million 
Posted ¢-+4-3........ 2.31 million 


Here, we can clearly see the once-and- 
for-all effect of the change in the growth 
rate. First, the growth component rises 
from 1.69 to 2.20 or by .51 million; then 
it rises merely from 2.20 to 2.91 or by .11 
million. Thus the rise itself is reduced to 
one fifth once the market has settled down 
at the new, higher rate of growth. Again, 
of course, there will be an echo effect that 
will die out eventually. Rising growth 
raie at unchanged useful life means that 
motorists want more but not necessarily 
better cars in their garages. This is likely 
to happen at rising employment and real 
income levels and when households move 
to the suburbs. Suburbanization no doubt 
is a factor in the 1950's, but the industry's 
optimism about the rising number of two- 
car families may be exaggerated. In our 
hypothetical case, we assumed that there 
was a rising growth rate at unchanged 
useful life. However, many a second car 
may be a jalopy whose market value in a 
declining used-car market was too low 
for trade-in on a new car, the “first” car. 
Or it may be a jalopy which was pur- 
chased at a nominal sum from a used-car 
dealer who would otherwise have junked 
it. (Factories allow new-car dealers $25, to 
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$50 for junking trade-ins.) Thus, conceiv- 
ably, two-car ownership may be accom- 
panied by a tendency toward longer use- 
ful life. To the extent that this is the 
case, the stimulus to new-car demand may 
fail to materialize. 

Whether we imagine changes in the 
useful life or changes in the growth rate, 
lasting marks will have been left on the 
market in the form of an uneven age dis- 
tribution, that is, a distribution which 
differs from the one that would exist in a 
smoothly growing stock. This is a third 
reason, besides the possible initial 
changes in Land g, why our equilibrium 
analysis will not give us a good forecast 
for any particular year, except by pure 
accident. 


CONCLUSION 


From what we know about empirically 
plausible values of the two structural 
parameters, useful life L and rate of 
growth g, we conclude that the current 
level of automobile output in the United 
States, close to 8 million cars for 1955, 1s 
considerably higher than the level that 
would materialize in equilibrium, that is, 
somewhere between 6 and 414 million. 
Deviations within any one year of such 
magnitude are, of course, perfectly possi- 
ble. We have already mentioned three 
possible reasons why such deviations may 
arise in any particular year: (a) changing 
L; (b) changing g; and (c) uneven age dis- 
tribution of cars partly resulting from 
such changes in the past. Our equilibrium 
analysis should not be interpreted in any 
mechanistic way. Ours is a free economy, 
at least outside the agricultural sector. The 
price mechanism is constantly at work— 
even in an industry as frequently blamed 
for “administered” pricing as the automo- 
bile industry. And the price mechanism 
is itself a factor in reasons (a) and (b) 
above. Pushing new-car sales as vigorously 


as has been done by the factories in 1955 
will, first, depress new-car prices as paid 
by the consumers. Dealer's profit takes the 
first beating.* Second, however, dealers’ 
attempts to dispose of all the trade-ins will 
depress the used-car market, and the sec- 
ond beating is therefore taken by the con- 
sumer who suffers a faster depreciation 
of the car he owns, new or used. The de- 
pressed used-car prices constitute a pow- 
erful stimulus to one out of two things. 
One is earlier retirement of used cars: the 
used-car owner can buy a better used car 
at very little and will retire the old car 
himself or let the dealer do it for him. The 
other is that low used-car prices constitute 
a stimulus to two-car ownership: rather 
than trade it in on a new car, the owner 
will keep his jalopy, buy the new car for 
cash, and end up with two cars. Thus the 
price mechanism will stimulate shorter 
life or multicar ownership so the market 
can absorb all the new cars, if not without 
pains. 

There is some evidence of a short-run 
reduction of useful life L. temporarily re- 
versing the long-run trend toward in- 
creased longevity; but there is no evi- 
dence of an abnormally high growth rate 
of automobile stock. In fact, the growth 
rate for 1954-1955 is practically identical 
with the 1950-1954 over-all average. Ab- 
normally high sales but normally growing 
stock means abnormally high retirement, 
brought about by the short-run reduction 
of useful life combined with uneven age 
distribution. There is as yet no indication 
that the structural parameter L, will per- 
manently have a low enough value or that 
the structural parameter g will perma- 
nently have a high enough value to sus- 
tain permanently the current high ratio 
of output to stock. It would be unwise to 

* Automotive News, September 12, 1955, carries 
a typical indignant letter from a Minnesota dealer 


blaming the current Ford-Chevrolet race for the low 
or negative levels of dealers’ profit. 


384 


THE JOURNAL OF MARKETING 


base long-run investment in plant upon 
such a ratio. 


APPENDIX 


Let the number of new automobiles sold dur- 
ing period t be x(t), the stock of automobiles in 
operation at time t be S(t), and the number of 
used automobiles retired during period t be r(t). 
The change in stock from t-1 to time t will then 
be the difference between the number of new 
automobiles sold and the number of used auto- 
mobiles retired, or 


(2) S(t) — S(t-1) = x(t) — x(t) 
But, in a perfectly smoothly growing stock, 


retired during period t equals the number of 
new automobiles sold during period t-L, or 


(4) r(t) = x(tL) 
Taking (2), (3), and (4) together, we have 
(5) x(t) = gS(t-1) + x(-L) 
and replacing t by t-L in (5) gives us 
(5a) x(t-L) = gS(t-L-1) + x (t-2L) 
Inserting (5a) into (5) gives us 
x(t) = gS(t-1) + gS(t-L-1) + x(t-2L) 


In this way, we can keep on going back L 
periods at a time n times. Then, we get 


growing at the proportionate rate of growth g, 
we have 


(3) S(t) = (1 + g)S(t1) 


And, if the useful life of an automobile is L 
periods, then the number of used automobiles 


For n approaching infinity, we have, there- 
fore, 


(1) 


which is our formula used in the second para- 


graph of this paper. 


WHO IS THE AMA? 
DIK WARREN TWEDT 


Needham, Louis and Brorby, Inc. 


F the above title captured your atten- 
I tion, its purpose was achieved. The au- 
thor believes that all American Market- 
ing Association members should know 
more about the membership characteris- 
tics of the association to which we belong. 
This analysis of membership data from 
the 1954-55 Roster was undertaken to pro- 
vide objective information for future 
planning by the officers of the Associa- 
tion.’ 


Location of AMA MEMBEKS 


Per cent of 


No. of total 
Location members member ship* 
New York 1,069 23 
Illinois 571 12 
Pennsylvania 427 9 
Ohio 412 9 
Foreign 269 6 
California 231 5 
Massachusetts 189 4 
Michigan 180 4 
Missouri 144 3 
New Jersey 130 3 
Washington, D.C 121 2 
Other states” 933 20 


| 


* Total membership—4,676. 
> This is the collective membership in 38 states, in 
each of which there are less than 100 members. 


Where Is the AMA? The 1954-55 Na- 
tional Roster lists AMA members in every 
state except Idaho. More than half (53 
per cent) of the 4,676 members live in the 
four states of New York, Illinois, Pennsyl- 
vania, and QOhio. Foreign members 
(mostly Canadian) account for about 6 
per cent of the total membership. The 
following 38 states are shown collectively 


* Acknowledgement is made to Gould, Gleiss & 
Benn, Chicago market research organization, for 
providing tabulating facilities for this analysis. 


in Table I because fewer than 100 mem- 
bers live in any one of these states: 


No. of 
State members 
‘Texas 
Wisconsin. 91 
Indiana... 90 
Connecticut 78 
Minnesota . 76 
Florida 71 
Maryland 50 
Washington 38 
Georgia... . 37 
Oklahoma 46 
Kentucky 44 
lowa. 24 
Tennessee 19 
Virginia 17 
Delaware 15 
Kansas 15 
Louisiana 15 
Utah... 15 
Colorado 13 
Nebraska 13 
Arizona... 11 
Rhode Island 11 
North Carolina . 10 
Alabama. . 
Oregon 7 
Arkansas. . 5 
New Hampshire 5 
New Mexico 5 
Mississippi 4 
Vermont... 4 
West Virginia 4 
North Dakota 5 
South Dakota 5 
Nevada 2 
South Carolina 2 
Wyoming 2 
Maine 1 
Montana 1 


In What Fields Do AMA Members 
Work? More than a third (¢6 per cent) of 
the total AMA membership is employed 
by manufacturers (see Table Il). Educa- 
tion accounts for the next largest group 
(15, per cent), followed by marketing re- 
search organizations (14 per cent), adver- 
tising agencies (10 per cent), publishing- 
broadcasting (7 per cent), retail and 
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Taste II 
Major Fie_ps or AMA MEmBers 


Men Total 
Per cent of membership* 


Employment field Women 


Manufacturing 
Education 
Marketing research 
organizations 
Advertising agencies 
Publishing -broadcasting 
Retail and wholesale 
sales 
Trade associations 
Government 
Miscellaneous 


* Membership: men—4,379; women—297; total— 


wholesale sales (4 per cent), trade associa- 
tions (3 per cent), government (3 per 
cent), and miscellaneous (g per cent). 

The occupational distribution of 
women members (6 per cent of total AMA 
membership) is different from that of 
men: proportionately, only about a third 
as many women members work for manu- 
facturers, and about half as many are in 
education—but more than twice as high a 
proportion of women are with marketing 
research organizations, and twice as many 
are with advertising agencies. 

What Is the Distribution of Academic 
Degrees? The most common earned aca- 
demic degree (highest degree listed by 
each member) is the B.A. or B.S. (41 per 


cent). M.A.’s or M.S.’s are listed by 28 per 
cent, Ph.D.’s by 10 per cent, and 21 per 
cent list no degree. 

Academic degree distributions of men 
and women members (see Table III) 


Taste III 


Earnep Acapemic Decrees 
BY AMA MEMBERS 


Men Women 
Per cent of membership* 


10 
29 
41 
20 


* Membership: men—4,379; women—297. 


differ chiefly in that about twice as high a 
proportion of women list no academic 
degree, and men have correspondingly 
more Master's degrees. 

As one would expect, advanced degrees 
are most common in education, with go 
per cent of members in this field report- 
ing either Master's (50 per cent) or Doc- 
tor’s (40 per cent) degrees (see Table IV). 
It is interesting to note that advanced de- 
grees are least common in publishing- 
broadcasting (16 per cent), and the lack 
of any degree is most common in this field 
(37 per cent). 

When Did Present Members Join? Of 
the membership listed in the 1954-55 Ros- 


Taste lV 
Ac.pemic Decrees or AMA Mempers IN Major Employment 


Percentage 
total 


Manufac- 


turin 


Degree (1,677)* 


Education 


(707) 


Marketing Advertising Publishing- 
research agencies Broadcasting Other 
(623) 479) (344) (846) 


Per cent of total in each field 


Ph.D. [475] 
M.A., M.S. [1,302] 
B.A., 
No degree list 
Total [4,676] 100 


* Figures in pucetiom indicate total number of AMA members amet in each respective field. 


» Figures in 


ets indicate total number of each respective degree he 


y AMA members. 


= 
37 13 36 
16 9 15 Pe 
10 20 10 
Degree 
4 5 4 
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8: 6 9 Ph.D. 6 
4,676. No degree listed 39 
3 40 9 4 3 7 
27 50 19 20 13 28 
50 7 42 48 47 42 
20 3 30 28 37 23 
100 100 100 100 100 100 


WHO IS THE AMA? 


Cuaat I 
YEARS IN WHICH Present MEMBERS JOINED AMA 


x Lg 


6 


212 


355 592 


723.1 | | | 


1937- 


1938 


1951- 
1950 1952 


19h7~ 
1946 1948 


(308 members, or 7 per cent, did not list year of joining) 


ter, half have joined since 1951 (see Chart 
I). The four-year period 1939-1942 was a 
lean time for the AMA-less than 1 per 
cent of present members joined during 
this period. Based on the Roster listings, 
the Association's growth curve shows a 
positive acceleration from 1943 on. 

From Which Fields Do Members 
Come? When the AMA was founded in 
1937 by a merger of the American Mar- 


keting Society and the National Associa- 
tion of Marketing Teachers, it had a 
strongly academic flavor, with 42 per cent 
of the membership from education. In 
succeeding years, the membership base 
from other fields was considerably broad- 
ened (see Table V). In 1953-54, only 12 
per cent of the present members came 
from the field of education—as opposed to 
42 per cent employed by manufacturers. 


TabLe V 
Major Friecps From Waicn Present AMA Memners Have Come Since 1937 


1937- 
1938 


1939- 


Employment field 1940 


1941- 
1942 


1951- 
1952 


1943. 
1944 


1945- 
1946 


1947- 
1948 


1949 
1950 


1953. 
1954 


Per cent of membership 


Manufacturing 
Education 

Marketing research 
Advertising agencies 
Publishing -broadcasting 
Other 
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VI 
INTEREST IN ONE OR Mone AMA Committees By EARNED ACADEMIC DEGREES OF MEMBERS 


Number Committee interests indicated 
holding 
degree 


475 
1,302 
1,900 

999 
4,676 


* Per cent indicating interest in any committee. 


Cuart Il 
Decere or InTerrst In Various AMA CoMMITTEFS 
Commit tee Namber Listing Interest 

Marketing Research Techniques 
Industrial Marketing 
Marketing Costs & Efficiency 
Teaching of Market Research 
Teaching of Advertising 
Teaching of Sales Management 
Teaching of General Marketing 
Teaching of Industrial Marketing 
Census Advisory 
Agricultural Marketing 
Teaching of Salesmanship 
Teaching of Retailing 
Personnel Placement 
Journal of Marketing 
Publicity and Public Relations 
International Marketing 
Chapter Activities 
Stadent Marketing Clubs — 
Academic Appointments 
Teaching Visual Aids 
Publications 
Membership 
Public Utilities 
Company Membership 
National Conference Advisory 
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Degree 
Ph.D. 218 46 
M.A., M.S. 478 37 
B.A., B.S. 513 27 
No oo listed 170 17 
Total 1,379 29 


WHO IS THE AMA? 


What Are Members’ Interests in AMA 
Committees? Only 30 per cent of all mem- 
bers indicated an interest in serving on 
AMA committees. Interest in committee 
work as a function of advanced degrees 
follows almost a straight-line mathemati- 
cal progression, with 45 per cent of 
Ph.D.’s indicating one or more interests, 
and 17 per cent of those with no listed 
degrees indicating interest (see “Table 
VI). 

The most popular committee was 
“Marketing Research Techniques,” with 
446 members indicating an interest. ‘‘In- 
dustrial Marketing,” with 406 members 
expressing interest, was second (see Chart 
IT). 


Summary 


. AMA membership is concentrated in a 


few geographic areas (four states account 
for more than half the membership). 


. Although in 1937—the first year of its ex- 


istence—the AMA had a heavy academic 
flavor, education now accounts for only 
15, per cent of the membership, with most 
of the other members in research posi- 
tions in industry. 


. More than a third of the members report 


advanced academic degrees. 


. The AMA's growth curve shows positive 


acceleration, with most of the additional 
members coming from industry. 


. Expressed interest in serving on AMA 


committees seems to be limited, with the 
research and teaching techniques com- 
mittees most popular. 


= 
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The Forum 


EDWIN H. LEWIS, Editor 


RESPONDENT EGO-INVOLVEMENT IN 
LARGE-SCALE SURVEYS 


ELATIVELY little is known, as yet, as to 
R’ why a respondent answers an inter- 
viewer's questions and why one respondent 
will give honest and revealing answers while 
another gives untruthful and superficial re- 
sponses. We suspect that some respondents 
cooperate with an interviewer because they 
are lonesome, curious, or polite. Others may 
have a particular interest or strong feelings 
about the subject. Frequently, however, the 
major reason is that they are flattered that 
someone is interested in what they have to 
say. Their egos are enhanced and they be- 
come ego-involved in the interview. 

Consequently, it is desirable to have ego- 
involved respondents, since a highly in- 
volved respondent feels that his answers to 
the interviewer's questions are important 
and reflect on his reputation. He is highly 
motivated; he wants to participate actively 
and to give the best answers he can in order 
to increase his self-esteem and to gain the 
interviewer's approval. Unfortunately, the 
amount of ego-involvement produced by this 
subtle form of flattery is not sufficient to mo- 
tivate most respondents to give completely 
revealing answers. It is likely, however, that 
by increasing respondent ego-involvement, 
it will be possible to increase the amount of 
useful information obtained during the in- 
terview. 

To test this assumption, a projective de- 
vice, practicable for use in large-scale sur- 
veys, was developed. Psychologically, it was 
expected that the device, argumentative role 
playing, would be of considerable interest to 
respondents for two reasons. First, the device 
presents a situation to the respondent—a 
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friendly argument—which is closer to his 
everyday experience than is the straightfor- 
ward question-and-answer type of standard- 
ized interview. The respondent's participa- 
tion in a familiar situation should, alone, 
produce a high degree of involvement, but 
also, his ability to argue is being tested. Can 
he convince his friend (played by the inter- 
viewer) that his opinion is the correct one 
and thereby enhance himself both in his 
eyes and in the eyes of his friend? 

In order to determine objectively (1) 
whether the projective device is more effec- 
tive in securing information than a more 
conventional form of questioning, and (2) 
whether the projective device does, in fact, 
produce high respondent involvement re- 
sulting in an increase in the amount of use- 
ful information obtained during the inter- 
view, an experiment was conducted. 

The experimental design called for the 
interviewing of two groups of matched re- 
spondents that were identical in all respects 
except that in the experimental form three 
role-playing questions were inserted in place 
of the open-ended and dichotomous ques- 
tions (concerned with the same subject mat- 
ter) which were used in the control form. 
The wording of these questions is presented 
in Figure 1, The respondents—adult residents 
of Altoona, Pennsylvania, selected by means 
of an area probability sample—were matched 
with respect to the variables of age, sex, edu- 
cation, and economic status and also to these 
factors: the amount of thought given to the 
issues of the argumentative questions, the 
tendency to give “don’t know” responses, 
and the tendency to give multiple answers 
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WORDING OF THE QUESTIONNAIRES UseD 


Experimental Questionnaire 
in Argumentative Form 


Control Form of the 
Questionnaire 


9. This next question is something like a game. 
(PAUSE) 


Let's pretend that you and a friend are arguing 
about the presidential election. 


And one of you says, “I'm for Stevenson. I want 
him to win the election.” 


And the other one says, “Well, I don’t agree 
with you. As far as I'm concerned, Eisenhower 
should be elected.” 


Now I want you to try to feel that you said one 
of these things and that I am your friend and I 
said the other. 


Now what reasons can you give me to convince 
me you're right. 


(Probes: GOOD. NOW WHAT OTHER REA- 
SONS CAN YOU GIVE ME?/IT’S PRETTY 
DIFFICULT TO CONVINCE ME. YOU'LL 
HAVE TO GIVE ME MORE REASONS THAN 
THAT.) 


10. Now suppose we are arguing about whether 
business organizations are too large. 


And one of us says, “Business organizations are 
so large nowadays that they are dangerous to this 
country’s welfare.” 


And the other one says, “You're wrong. The 
bigger our corporations are, the better off the 
country is.” 


Now what reasons can you give me here to 
make me change my mind. 


(Probes: YOU'RE DOING FINE. GIVE ME 
SOME MORE REASONS./YOU’VE GOT ME 
UST ABOUT CONVINCED. A COUPLE 
ORE ARGUMENTS AND I'LL BELIEVE THE 
WAY YOU DO.) 


11. Now suppose we are arguing about federal 
civil rights legislation. 


And one of us says, “It’s not right to have a 
federal law telling people who they should hire 
for a job.” 


And the other one says, “Well, I believe a 
federal law is necessary to prevent people from 
discriminating because of race and nationality.” 


Now what reasons can you give me to make me 
feel the way you do. 


(Probes: GOOD. WHAT OTHER REASONS 
CAN YOU GIVE ME?/IT TAKES MORE THAN 
THAT TO MAKE ME CHANGE MY MIND. 
CAN YOU CLINCH THE ARGUMENT WITH 
ONE OR TWO MORE GOOD REASONS?) 


9. Now here are some questions about some events 
in the United States. 


Election day will be here in less than two weeks. 
Who do you want to win the election—Adlai 
Stevenson or Dwight Eisenhower? 


9a. Well, why do you want 
(Respondent's choice in Q. 9) 


(Probes: GOOD. ANY MORE REASONS?/IS 
THERE ANYTHING ELSE?) 


10. Now some people say that business niza- 
tions nowadays are so large that they are danger- 
ous to our country’s welfare. Others say that the 
bigger the corporations are, the better off the 
country is. Which side do you agree with? 


10a. Well, what makes you say that? 


(Probes: YOU'RE DOING FINE. WHAT 
OTHER ‘THINGS?/CAN YOU GIVE ME ANY 
MORE REASONS?) 


11. Are you in favor of or opposed to federal laws 
to prevent discrimination in employment because 
of race and nationality, that is, are you opposed 
to or in favor of federal civil rights legislation? 


Ila. I'm interested in your reasons for believing 
that. 


(Probes: GOOD. WHAT OTHER REASONS 
HAVE YOU?/IS THERE ANYTHING ELSE?) 
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TABLE | 
ANSWERS GIVEN TO THE THREE ARGUMENTATIVE QUESTIONS AND THEIR CONTROL QUESTIONS 


Control 
Group 


Number of answers 
Number of respondents 
Average number of answers per respondent 


586 
433 
1.35 


Experimental 
Group 


638 
394 
1.62 


to open-ended questions. ‘Iwenty-eight 
members of a college class in opinion and 
market research served as interviewers. They 
were unaware of the purpose of the experi- 
ment, and each interviewer used both ques- 
tionnaire forms in a predetermined order 
which systematically varied his experience 
with the two forms. These precautions, it is 
believed, reduced the possibility of bias. 


Results 


The answers given to both the argumen- 
tative and the control questions were classi- 
fied, coded, and tabulated according to es- 
tablished procedures. It may be seen from 
Table I that the respondents interviewed 
with the projective device gave a larger num- 
ber of reasons for their opinions than did 
those queried with open-ended questions. 
The former respondents gave an average of 
1.62 answers to each question, whereas the 
latter gave an average of 1.35, answers.’ By 
computing the ratio between the two aver- 
ages, it will be seen that 20 per cent more in- 
formation was secured by using argumenta- 
tive role playing than by using open-ended 
questions.? 


To check against the possibility that the effec 
tiveness of the projective device may be caused by 
a few respondents giving a disproportionately large 
number of answers, the data were reanalyzed to 
identify those respondents who gave more than one 
answer to each question. The analysis revealed that 
48% per cent of the experimental respondents as com- 
pared to 33 per cent of the control respondents gave 
multiple answers. Thus, the role-playing device has 
a generally positive effect, and its effectiveness is 
not dependent on its influence on only a few people. 

*A statistical test of the reliability of the data 
in Table I was made, based on the following rea- 
soning: if the argumentative and open-ended ques- 


‘This finding is not sufficient to demon- 
strate that high respondent involvement is 
responsible for the effectiveness of argumen- 
tative role playing. A factor other than ego- 
involvement, peculiar to the role-playing 
situation such as the intensive probe re- 
marks, could have been responsible. It would 
be expected, however, that if respondent in- 
volvement is responsible, the respondents 
would continue to be involved during the 
remainder of the interview, and, therefore, 
they should reveal more information even 
when questioned directly. This would not 
be expected to occur if a factor peculiar to 
the role-playing situation were responsible. 

As a test of this assumption, the question- 
naires were constructed so that the five ques- 
tions on both forms following the argumen- 
tative and open-ended questions were 
identically worded. They consisted of two 
open-ended and three multiple-choice ques- 
tions. Any differences in the quantity and 
quality of the answers given by the experi- 
mental and control respondents to these 
questions, therefore, may be assumed to be 
the result of the argumentative situation. 

A comparison was made of the number of 


tions are equally effective, the number of answers 
given by the experimental and control respondents 
should be in proportion to the size of each group. 
On the other hand, if the role-playing device is 
more effective, the former respondents should give 
a larger proportion of answers than their size in the 
total group warrants. It is noted that the experi- 
mental respondents constituted 47.6 per cent of the 
total number of respondents answering the three 
questions but gave 52.1 per cent of the answers, a 
larger percentage than expected. A test of the sta- 
tistical significance of the difference revealed that 
the obtained difference of 4.5 per cent was reliable 
at the 5-per cent level of confidence. 
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TABLE II 


ANSWERS GIVEN TO THE OreEN-ENDED QUESTIONS 


Control 
Group 
236 
316 
Average number of answers per respondent 74 


Number of answers 
Number of respondents 


respondents in each group giving “don't 
know” answers to these five questions. It was 
found that the experimental respondents 
gave 6 per cent fewer “don't know” answers 
than did the members of the control group, 
a finding significant at the 1-per cent level of 
confidence. 

The answers to the open-ended questions 
were analyzed, using the statistical proce- 
dures described earlier. The results, as 


shown in Table II, are striking. The experi- 
mental respondents gave 28 per cent more 
answers to these two questions than did the 
control respondents. This result was found 
to be significant at the 5-per cent level of 


confidence. 

In addition to these quantitative findings, 
several analyses were made which yielded 
crude but objective and statistically reliable 
estimates of the quality of the answers given 
by the two groups of respondents. It was 
found that the respondents experiencing the 
argumentative situation gave fewer stereo- 
typed answers and more answers which re- 
quired serious thought than did those re- 
spondents who did not have thi perience. 
These findings are additional convincing 
evidence of the importance of high respond- 
ent involvement and the effectiveness of ar- 
gumentative role playing in achieving this 
end. 


Conclusions 


Argumentative role playing—as a tech- 
nique for increasing respondent ego-involve- 
ment—is of definite, practical value for re- 


Percent 
Experimental 
Group is of 
Total 


Experimental 
Group 


Total 


551 
643 
86 


searchers and is suitable for large-scale use 
because considerably more information can 
be obtained at little extra expense and effort. 
The device does not require additional per- 
sonnel either in the field or for interpreting 
the data collected. Although the interview- 
ers used in the survey reported herein were 
not highly experienced, only about twenty 
minutes of instructions were required to 
train them in the proper use of the argu- 
mentative role-playing device. The data 
collected through the use of this device can 
be analyzed by the same procedures presently 
employed for analyzing the answers to open- 
ended questions. 

Argumentative role playing is versatile. 
It takes only a few minutes’ time to create the 
argumentative situation, and, once it has 
been created, a number of subjects may be 
discussed within its context. Virtually any 
subject presently studied through open- 
ended questions can be presented in the 
form of an imaginary argument. The eflec- 
tiveness of this technique depends less on the 
wording of the questions than on the theory 
underlying its use. It can be used in conjunc- 
tion with other kinds of questions and need 
constitute only a small part of the question- 
naire, but its favorable influence will be 
evident in respondents’ answers to the re 
mainder of the questions asked. 


Artuur L. Greenserc 
Sidney Hollander Associates* 
Baltimore, Maryland 


* Manuscript prepared while at The Pennsylvania 
State University. 
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SEASONAL PSYCHOLOGY 


ew Americans are directly affected by the 

solstices, which mark the beginning of 
summer and winter, or the equinoxes, the 
beginnings of spring and fall. Yet, most 
American housewives clean house in the 
spring and buy at white sales in January. 
Their husbands play or watch baseball in 
the spring and summer and football in the 
fall. Most Americans exhibit a variety of 
seasonal behavior patterns, recognizing four 
distinct divisions of the year. 

Our seasonal scheme, based on the rela- 

tion of the sun to the equator, is only one of 
numerous possibilities. Many cultures, in- 
cluding the Hebrew, reckon the seasons by 
the moon rather than the sun. Others, such 
as the Chukchi, may have six seasons, setting 
aside one as the reindeer mating season and 
another when does have calves. 
' Geographical and climatic factors are gen- 
erally considered decisive in establishing the 
seasons. However, research on psychological 
perception of seasons, as distinct from their 
objective or calendar existence, indicates 
many differences between the two. Psycho- 
logical perception of seasons is seen to be 
dependent on cultural influences as well as 
physical factors. 

Our own research in this field indicates 
that Americans have a definite pattern of 
seasonal perception, related to the objective 
seasons but in no sense identical with them. 
We have called this pattern the psycho- 
seasonal trend. 

We entered the field of seasonal psychol- 
ogy accidentally in 1952 while conducting 
a 13-month continuing survey of a group of 
more than 5,000 American women for Fam- 
ily Circle Magazine.’ One part of our survey 
contained a word-association test. It was the 
response evoked by the word “season” that 
first alerted us to this pattern. 

Word-association tests are among the best- 
validated, psychometric methods in use to- 
day. The particular value of the test, devel- 

* Editorial studies conducted for Family Circle 


Magazine October 1952 through October 1953 by 
James M. Vicary Company, New York City. 


oped by Sir Francis Galton in 1879 and 
popularized by Carl Jung around the turn of 
the century, lies in the fact that normal word 
associations remain fairly constant. A table 
of responses, prepared by Kent & Rosanoff 
in 1905, reveals that many words, such as 
“bread” and “table” produce the same nor- 
mal associations now as they did 50 years ago. 

Yet, the word “season,” unlike any of the 
other 40 test words in our survey, produced 
responses which varied in a consistent 
psycho-seasonal pattern. 

The pattern can be summarized as follows: 

Of the 5,426 women interviewed, 66 per 
cent responded to the word “season” with a 
definite season of the year, such as “spring.” 
We termed this the “seasonal response.” 
Other responses included seasonings, time, 
and weather. Over the 13-month survey pe- 
riod, seasonal responses of the 66 per cent 
varied regularly with the time of question- 
ing. 

Each season of the year received the dom- 
inant number of responses during one pe- 
riod and one period only. The dominance 
occurred in a pattern similar to the calendar 
seasons, but with significant differences. ‘The 
psychological seasons were of unequal length 
and duration. In all cases, the psychological 
seasons anticipated and preceded the calen- 
dar seasons. 

Figure 1 illustrates the psycho-seasonal 
trend, contrasting calendar and psychologi- 
cal duration and indicating the intensity of 
each psychological season. Spring was found 
to be the longest season psychologically. We 
could detect a dominant spring orientation 
as early as January 13, which lasted until 
June 2. Spring, then, occupies more than 
four and a half months of the psycho-sea- 
sonal calendar. Winter, on the other hand, 
had a psychological duration of only two 
months, lasting from November 17 to Jan- 
uary 13.7 


* The winter of 1952-53 was unusually mild, the 
second warmest in the records of the U. S. Weather 
Bureau. Further research will establish how the 1952 
pattern may differ from other yearly patterns. 
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The intensity of seasonal response was 
likewise unequal. Of the 66 per cent of our 
sample who responded with a particular 
season, two thirds or less followed the dom- 
inant trend at any one time. Spring, longest 
in duration, also had the greatest intensity 
(a peak of 64 per cent on April 6). Winter 
was weakest as well as shortest, with a peak 
of only 44 per cent. Winter's psychological 
peak was reached on December 8, before it 
officially began. This fact may be related to 
the mildness of the winter during the survey, 
or it may indicate less readiness to accept 
that season. 

Why did people’s seasonal responses al- 
ways anticipate the seasons? Christmas clubs, 
garden clubs, advertising campaigns, and 
other cultural influences draw attention to a 
new season considerably before its calendar 
advent. We found that each seasonal re- 
sponse climbed steadily upward before at- 
taining dominance. Some seasons, such as 
winter, were discarded psychologically be- 
fore they were half over. 

We found a group of people who were 
oriented to one season the year around. They 
made up the off-season responses, which 
never fell below 5 per cent. This small, but 
not insignificant, group do not follow the 
normal psycho-seasonal trend. ‘They may be 
people with an intense seasonal interest such 
as hunters, fishermen, people employed in 
seasonal industry, and relocated or vacation- 
ing people. However, off-seasonal perception 
may be associated with other unusual per- 
sonality traits. Further psychological and 
sociological research along this line could 
offer interesting insights. 

Deseasonalizing influences are constantly 
at work in American culture. City dwellers 
can be almost entirely sealed in—protected 
from the elements—in quarters maintained 
at a similar temperature during the entire 
year. Foods are now deseasonalized so that 
oysters can be obtained in months without 
an “r” and fresh strawberries can be eaten 
at any time. Under these circumstances, how 
could such a strong psycho-seasonal pattern 
develop, and why does it continue to exist? 

We wondered if people arrived at their 


seasonal responses by reacting to weather 
conditions. If so, there should be great dif- 
ferences in seasonal perception in different 
sections of the country. We analyzed four 
major groups of states: (1) Central, (2) 
Northeast, (3) Pacific, and (4) Southern. The 
regional breakdown indicated only slight 
differences between psycho-seasonal patterns 
in different regions. Summer showed the 
most variation in different areas. On the 
whole, however, any one of the regional 
trends approximates the others, and all fol- 
low the national pattern rather closely. 

Does exposure to the physical elements, or 
the lack of it, cause a variation in seasonal 
perceptions? In order to check on this, we 
incorporated into our survey a series of ques- 
tions intended to determine whether the re- 
spondent would have been at home on the 
three preceding days. No significant relation- 
ship between time spent at home and psycho- 
seasonal response could be found. 

Physical differences between men and wo- 
men, we felt, might cause a variation in their 
seasonal perceptions. Therefore, a group of 
goo women and goo men in middle- and 
upper-income groups were questioned. The 
differences in response were only minor. 

From these studies of regional differences, 
sex differences, and the amount of time spent 
at home, we had learned something quite 
significant about the psycho-seasonal trend. 
Exposure to weather, change of climate, and 
physical characteristics by no means deter- 
mine seasonal psychology. In establishing 
the psycho-seasonal trend, social and cul- 
tural factors are at least as important as 
these. 

The major holidays have a considerable 
influence on seasonal psychology. We found 
that most of the country agrees that summer 
ends abruptly at Labor Day regardless of the 
weather. Thanksgiving is likewise consid- 
ered the start of winter. 

Sports, often arbitrarily relegated to spe- 
cific seasons, help determine seasonal psy- 
chology. Fashion shows appear in the spring, 
new car shows in the fall. Most weddings 
still take place in June, and a rash of shop- 
ping occurs at Easter. None of this behavior 
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is directly dependent on climate or weather; 
all help determine the psycho-seasonal trend. 

It is our contention that the psycho-sea- 
sonal trend is the integration within an 
individual or a group of the entire complex 
of social, cultural, physical, and psychologi- 
cal factors which have defined the season. 


This pattern of perception, in its turn, in- 
fluences other cultural factors, becoming 
another index to man’s sometimes baffling 
mass behavior. 

James M. Vicary 
James M. Vicary Company 
New York City 


DO RESEARCH PANELS WEAR OUT? 


URING the past few years, there has been 
D a significant increase in the use of the 
consumer panel (a fixed sample) as a source 
of information for research purposes. Nu- 
merous advantages and disadvantages have 
been claimed by proponents and opponents 
of this approach to data collection. 

One criticism often made of the panel 
method is that repeated questioning of the 
same group of persons will influence future 
attitudes and behavior sufficiently to make 
respondents no longer typical or representa- 
tive of the universe from which they were 
drawn. This hypothesis has caused many op- 
erators of consumer panels to limit the time 
which members are permitted to serve on a 
panel. Some operators follow the practice of 
arbitrarily dropping one fourth or one third 
of all members each year. This means a com- 
plete turnover of membership every three or 
four years. 

This practice of forcing an arbitrary turn- 
over of panel membership is good if it is 
needed to eliminate bias resulting from con- 
tinued membership. Such a practice, how- 
ever, reduces somewhat the value of the 
panel as a method of following changes in 
attitudes and behavior of individuals in con- 
trast to the net changes of a group. Further- 
more, it adds to the cost of panel operation. 

The study reported here was undertaken 
to obtain specific evidence on the question 
of whether consumer panels develop bias as 
a result of being interviewed repeatedly.! 


*Some valuable contributions have been made to 
the literature on consumer panels by persons who 
have operated panels over a number of years or who 
have conducted experiments with panels. Particular 


‘The material used came from an analysis 
of data collected over a period of time from 
a panel of farm families in the State of Indi- 
ana. The history of the panel extends from 
1947 to the present, and no member has ever 
been arbitrarily dropped so long as he con- 
tinued to operate as a commercial farmer in 
Indiana. New members have been added 
from time to time to increase the size of the 
panel and to replace drop-outs resulting 
from normal mortality. 

The original panel had 328 members. 
‘These were recruited in the fall of 1947. An 
additional 116 members were added in De- 
cember of the same year. At periodic inter- 
vals, new additions have been made so that 
in August 1954, the total number of mem.- 
bers stood at 1,000. Additions that are perti- 
nent to this study, but not including all ad- 
ditions made during the seven years, were 
as follows: 


Time of Addition Number Added 
October 1947 (original panel) 328 
December 1947 116 
November 191% 297 
August 1954...... 160 


On three different occasions, this Indiana 
farm panel received a questionnaire that 
sought to measure the attitudes of farm fam- 
ilies toward farm supply chain stores and re- 
tail farm cooperative stores. The first survey 
was mailed to members in October 1947, the 


mention should be made of work done by S. G. 
Barton, Paul Lazarsfeld, and Robert Ferber. ‘The 
article by Dr. Ferber in the January 195 issue of the 
JOURNAL should be mentioned specifically since it 
presents some evidence bearing on the subject of this 


paper. 
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second in March 1949, and the third in Oc- 
tober 1954. The questionnaire used was 
identical in all three instances. 

Thus, one segment of the panel answered 
the questionnaire three times with an inter- 
val of eighteen months between the first and 
second mailing and with seven years elapsing 
between the first and third mailing. A second 
segment answered the questionnaire twice, 
with five years and seven months between re- 
sponses. The third segment answered only 
the last questionnaire mailed in October 
1954- 


RESPONSES OF A CONSUMER PANEL TO QuEsTIONS RELATING TO CHAIN STORES AND COOPERATIVES 


Panel members were kept busy between 
the periods covered by the questionnaire in- 
volved in this study with other question- 
naires mailed on an average of one or more 
per month. 

A comparison of answers given by each of 
the three segments of the panel for each of 
the time periods is shown in the accompany- 
ing table. Column 2 shows how 243 members 
of the original panel answered the same 
questions 18 months later. Column 4 shows 
responses of 275, members in 1954 who had 
been among either the 328 members re- 


Percentage of Responses 


In 1949 
In 1947, by 176 144 
by 302 members new members members new 
panel of 1947 panel of 1947 of 1949 panel 
Questions Asked members members panel” panel members 
(1) (2) (3) (4) (5) (6) 
per cent 
1, Reasons for not patronizing chain store . 
regularly 
a. Not conveniently located 33.4 35.8 39.7 50.9 61.4 42.4 
b. Not right quality merchandise 24.8 21.0 18.8 14.5 11.4 16.7 
c. Not complete line of merchandise 16.9 11.9 10.5 11.6 9.7 11.1 
d. Don't believe in chain store 10.0 10.7 10.5 4.7 4.5 6.3 
e. Clerks not courteous 2.3 2.9 1.5 2.2 1.1 2.1 
{. Prefer to trade at independent 19.9 29.0 26.3 26.2 20.5 24.3 
. Likepersonnelatother stores better 8.6 6.2 7.9 5.8 §.7 7.6 
. Store not clean or well kept _ 1.6 1.1 0.4 _ 0.7 
i. Prices not right 2.9 4.9 5.6 1.8 3.4 0.7 
2. Reasons for not patronizing cooperatives 
regularly 
a. Not conveniently located 19.2 17.7 27.8 20.7 26.7 18.8 
b. Not right quality merchandise 11.6 14.8 12.8 12.0 10.2 13.9 
c. Not complete line of merchandise 14.2 12.0 10.1 12.4 10.8 12.5 
d. Don't believe in cooperatives 5.3 5.8 4.5 44 34 6.3 
e. Clerks not courteous 1.3 3.7 3.4 1.8 2.3 0.7 
{. Prefer to trade at independent 15.2 15.8 10.5 17.8 15.9 18.8 
. Likepersonnelatother stores better 5.6 7.8 4.5 5.1 5.1 6.9 
f: Store not clean or well kept 1.0 0.8 0.8 — 1.1 _ 
i. Prices not right 7.0 6.6 12.0 6.9 114 9.9 


3. Believe chain stores are of value to your 
community 


Yes 7174 71.0 73.6 72.0 71.0 72.9 

No 20.2 24.8 23.6 20.0 19.3 21.5 

No answer 24 4.2 2.8 8.0 9.7 5.6 

4. Believe retail farm cooperatives are of 
value to your community 

86.8 87.5 86.0 88.4 86.9 85.4 

9.9 12.5 10.5 95 9.1 9.0 

3.3 _ 3.5 2.1 4.0 5.6 


(Concluded on page 399) 
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RESPONSES OF A CONSUMER PANEL TO QUESTIONS RELATING TO CHAIN STORES AND COOPERATIVES 
(Continued from page 398) 


Percentage of Responses 

In 1949 In 1954 

In 1947 by243 = by 267 by 275 by 176 
by 302 members new members members 
of 1947 of 1947 = of 1949 

member pa panel 

(4) (5) 
cent 


Questions Asked members 


5. Believe chains stand for or promote: 
. Honest competition 
. Socialism and Communism 
. Free enterprise system 
Monopoly 
. Destruction of small business 


6. Believe cooperatives stand for or pro- 
mote: 
. Honest competition 
. Socialism and Communism 
. Free enterprise system 
. Monopo 


of small business 
7. Chains pay fair share of : 


esac 


29. 
9. 
59. 
30. 
4. 
58. 


Sx& 


~ 


ven 
$ 
Sue 
woaw 


No 
Don't know 
8. Farm Cooperatives pay fair share of : 


wn 


358 
wand 


c. Federal taxes 
Yes 


No 
Don't know 


ERS 


coe 


9. Cooperatives are nonprofit organiza- 
tions 
51. 
30. 
7. 


SSS 


® Includes only those who also answered the 1947 questionnaire. 
» Includes those who answered the 1947 questionnaire and those added in December 1947 too late to re- 
ceive the first chain store-cooperative mailing. 


by 144 
new 
members 
(6) 
63.0 56.0 54.8 55.3 56.8 . 
2.0 2.1 3.0 04 2.3 
30.8 33.0 24.0 28.0 32.9 
22.8 28.0 19.5 21.5 16.5 
38.1 41.2 41.2 37.1 36.9 
79.5 82.8 74.2 77.5 TAA 
4.0 4.9 34 1.8 1.1 
46.7 51.0 38.3 41.5 39.8 
9.6 10.3 8.6 84 8.5 
15.6 18.5 18.0 13.5 14.8 
a. Local taxes 
Yes 35.3 354 AD 
No 21.2 20.6 19.1 
Don't know 38.4 42.0 42.3 
b. State taxes 
Yes 41.1 39.8 39.0 
No 10.3 14.0 9.0 
Don't know 43.4 42.8 46.0 
c. Federal taxes 
Yes 45.7 42.0 42.0 i 
5.0 8.6 4.9 
a. Local taxes 
Yes 59.6 66.3 57.5 
No 12.6 10.7 14.6 
Don't know 264 21.8 24.8 
b. State taxes 
Yes 57.3 62.5 53.6 
No 12.6 13.6 15.7 
Don't know 27.4 23.0 274 
504 9.8 44.2 
P| 17.5 18.1 19.9 
28.8 28.8 31.9 
ii 
0 
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cruited in October 1947 or the 116 persons 
added in December 1947. The rest of the 
table is self-explanatory. 

It would have been better had the data in 
Columns 1, 2, and 4 been derived only from 
those members who had been on the panel 
from its inception, and who had answered 
the questionnaire on each of the three oc- 
casions it was circulated. Unfortunately, that 
was not possible because the original ques- 
tionnaires as well as the original tabulation 
worksheets had been destroyed. It is, there- 
fore, necessary to assume that the answers of 
the 59 members who dropped out of the 
panel between 1947 and 1949, but who are 
included in the 1947 data, would not have 
been significantly different from the an- 
swers given by the members who remainetl in 
1949- 

There are also other shortcomings in the 
data. The 275, persons included in the sam- 
ple from which the data in Column 4 were 
derived were not all included in the first 
wave of questioning, although they all had 
joined the panel in 1947. 

Another factor which reduces the exact- 
ness of the comparison is found in the com- 
position of the 144 members added in 1954. 
While these persons were reasonably com- 
parable to the existing pane] members with 
respect to age, membership in farm organiza- 
tions, owner-renter status, and size of farm 
operations, they differed somewhat in geo- 
graphical location. Those who wish to ana- 
lyze the data in the table should keep these 
sample differences in mind. 

A careful analysis of the data, taking all 
factors into account, would seem to disclose 
no evidence of bias in this panel resulting 
from long-sustained membership.” 


* Dr. Robert Ferber of the University of Illinois 
was kind enough to subject the differences in re- 
sponses by time intervals to chi-square analysis. Dr. 
Ferber commented as follows: 

“Two values of chi-square were computed for each 
question or part of each question in order to deter- 
mine whether or not a significant difference actually 
existed between the various distributions of attitude 
responses. The 1954 chi-square figure compares the 
attitudes in 1954 of members joining the panel in 


True, differences exist in answers by the 
same person from one period to another, but 
when that occurs the change is usually in the 
direction of the attitude expressed by the 
newly added segment of the panel. Answers 
to question g illustrate this point. When 
asked whether they believed chain stores 
were of value to the community, the percent- 
age of the original panel answering “yes” in 
1947 was 77.4. “Yes” answers by the same 
group dropped to 71.0 per cent in 1949, but 
the percentage of “yes” responses by the new 
additions in 1949 was approximately the 
same (73.6 per cent). 

Question 8 deals with a point that has 
been highly controversial during the period 
of the study. An analysis of the answers to 
that question will show some fluctuations in 
attitudes from time to time, but there ap- 
pears to be no evidence that such fluctua- 
tions are the result of long and continued 
membership on a panel. 

Changes in answers to those parts of ques- 
tions 1 and 2 that deal with convenience of 
location of chain stores and cooperatives are 
primarily the result of a reduction in the 
number of chain stores and differences in the 
geographical distribution of the 1947, 1949, 


and 1954 segments of the panel. Answers by 


the 1954 segment should have been different 
because of a somewhat greater concentration 
of members in areas where chain stores and 
cooperatives are located. 

Actually, there was an increase in the 
number of “don't know” answers over the 
years by the original panel group. This 
change, however, would seem to have re- 
sulted from the increased uncertainty among 
those constituting the universe covered in 
the study and is, therefore, not limited to 
the members composing the panel. It is as- 
sumed that the 1954 response by those who 


1947, 1949, and 1954, while the 1949 value compares 
the responses of members joining the panel in 1947 
and 1949. 

“Only one value of chi-square proved to be signifi- 
cant at the 5% level. This was for attitudes expressed 
in 1949, by members joining the panel in 1947 and 
1949, On reasons for not patronizing cooperative 
stores regularly (question 1).” 
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joined the panel in 1954 (column 6) is a 
reasonable representation of the 1954 uni- 
verse. Certainly, that group had no oppor- 
tunity to develop bias as a result of panel 
membership. 


their membership on the panel. The over-all 
pattern resulting from the three waves of 
interviews and involving substantially the 
same people over a span of seven years is one 
of stability rather than fluctuation. 


It would seem safe to conclude from the 
history of the Indiana farm panel that its 
members did not develop bias as a result of 


AN you fit the research to the budget? 
Three possible answers suggest them- 
selves—yes ... no... and don't know. 

The answer, of course, is an unqualified 
yes; you can fit the research to the budget. 

But the really basic question is not . . 
can you fit the research to the budget, but 
rather . . . should you fit the research to 
the budget? 

The answer is... sometimes yes... 
and sometimes no. In the words of Hansen, 
Hurwitz, and Madow:? “Having made up 
our minds what the tolerable error should 
be and having determined the odds for 
the prescribed bounds, we can design the 
sample to meet these specifications. We de- 
termine the character and the size of the 
sample required to provide this amount of 
precision, and then, considering the various 
cost factors entering into the sample design, 
we compute the cost of the survey. If the 
cost is acceptable, the design can be used as 
specified; if, however, the cost is excessive, 
then sume balancing of precision against 
costs i: ust be considered. It may be that 
some relaxation in precision will not invali- 
date the results and that the available re- 
sources will suffice with this relaxation, or it 


*This article is based on a paper presented at the 
Milwaukee meetings of the American Marketing As- 
sociation in June 1955. 

* Morris H. Hansen, William N. Hurwitz, and Wil- 
liam G. Madow, Sample Survey Methods and Theory. 
(New York: John Wiley & Sons, Inc., 1953), vol. I, 
PP- 33°34- 


SHOULD YOU FIT THE RESEARCH TO THE 
BUDGET?’ 


C. H. SANDAGE 
University of Illinois 


may be possible to get an increase in the 
funds available. If, on the other hand, it is 
impossible to design a useful survey within 
the budget restrictions that have been im- 
posed, the survey should be abandoned.” 

Many times the budget is necessarily so 
limited that the research must be planned 
within a certain framework, and we make a 
serious mistake if we do not take this into ac- 
count. On the other hand, if it is really to be 
meaningful and useful, research often has to 
be of such scope that the budget must be en- 
larged to encompass it. 

Let us take a look at both of these sets of 
circumstances. First, take the situation where 
a manufacturer or advertiser tells you that 
he has $10,000 to invest in order to get the 
answer to a problem. You would be well ad- 
vised to plan within this limitation. 

It is true that you might develop a plan 
which, in order to be executed properly, 
might require $11,000 or even $12,500, 
but for you to go back to the manufacturer 
with a plan that costs $20,000 would proba- 
bly be out of the question. He knows better 
than you from what sources he can draw the 
money for marketing research, and how 
much of it he can afford to earmark for this 
purpose. 

‘A note of caution is necessary, however. 
If you know that the answers which you can 
turn up for this manufacturer for $10,000 or 
$11,000 are not going to be reliable or ade- 
quate answers to his problem, then you have 
a moral obligation to tell him so. He should 
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not be permitted to spend money for inade- 
quate research which will not give him 
enough information. 

Now, let us take the second situation. Sup- 
pose an advertiser simply says to you, “I 
want a complete market research plan drawn 
up.” Here, you have an obligation to draw 
up a complete plan that will do the job—re- 
gardless of whether the cost is high or low— 
and present it to him. 

It may be true that financial considera- 
tions will prevent him from having the job 
done exactly as you have outlined it. How- 
ever, he does have an opportunity, through 
appropriate conferences and discussions 
with you, to decide what part of the research 
(if any) might be omitted; what part might 
be cut in scope; and what other changes 
might be made so that the research can be 
fitted to his plans. 

There is, of course, a third possibility. 
Maybe the amount of money available is 
not likely to produce sufficiently meaningful 
answers to justify the expense. If so, you do 
not do the research; and you are obligated 
to tell your client why he should not spend 
his money on research. 

Another way of considering the question 
of fitting a proposed survey and a budget to 
each other is to use the following alterna- 
tives: 


(1) Specify the degree of accuracy which 
is believed to be needed; then, figure out the 
cost of obtaining this accuracy. If the cost is 
too high—perhaps more than the informa- 
tion to be obtained seems worth—then scale 
down the requirements of accuracy until the 
cost seems-reasonable. In other words, rea- 
sonable cost sets the size of the sample and 
the design of the sample. 

(2) Specify a certain cost; then, figure out 
the accuracy obtainable for this expendi- 
ture. If the accuracy is more than enough, 
lower the cost. If the accuracy is not sufh- 
cient, ask for additional funds. 


It may be observed that both of these ap- 
proaches may be used in a given case. Actu- 
ally, they should give the same answers and 
do. 


In all such problems, the fundamentals of 
sample design must be taken into account. 
The design and size of a sample, of course, 
depend on what we want the sample to do. 
We must answer two questions: (1) How 
much precision is needed in the measures 
obtained? In other words, how much of a 
risk of being wrong is allowable? (2) What 
will the research cost? One over-all test of a 
sample design is that it shall yield the de- 
sired information, with the reliability re- 
quired, at minimum cost. Conversely, at a 
given cost, the sample design shall yield the 
estimates desired with the maximum relia- 
bility possible. 

The problem is essentially one of demand 
and supply. Arrayed on the demand side are 
the amounts which the investigator would 
be willing to pay for various degrees of relia- 
bility or precision. The costs associated with 
the degree of reliability required represent 
the supply side. Or, given the amount of 
money to be spent, what degree of reliability 
can be obtained? The intersection of these 
two curves determines the choice of sample 
design. 

Consider the supply side of the picture. 
The investigator specifies a degree of relia- 
bility and then figures out how large a 
sample must be used to obtain that reliabil- 
ity. He specifies another degree of reliability 
and finds out the sample size necessary to ob- 
tain it. By continuing this process, he builds 
up the supply schedule. The reliability ob- 
tained at each price will, of course, depend 
upon the sampling technique—simple ran- 
dom, stratified, area type, etc. For purposes 
of simplicity, our concern here is with simple 
random sampling. 

High accuracy or precision comes only at 
a disproportionately high price. If a sample 
of 1,000 is judged to have too large a sampl- 
ing error, then a sample with one half the 
error will be obtained not by doubling the 
number of cases, but by quadrupling them. 
It will cost nearly four times as much to ob- 
tain the 4,000 interviews as it costs to get 
1,000. Obviously, a point would soon be 
reached at which large increases in cost 
would bring only small increases in accuracy. 
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A compromise usually has to be made be- 
tween cost and accuracy. The need for a 
high degree of accuracy is sometimes over- 
stressed, since the results of a survey of a 
limited type can still be useful in the sense 
of helping to provide a rational basis for 
action. 

Most companies do not spend sufficient 
money on marketing research, or on the 
right kind of research. Too many marketing 
and advertising decisions are made on the 
basis of too little information. Many exam- 
ples could be given of decisions that have 
been made on the basis of opinion only on 
such fundamental matters as packaging, 
products, pricing, distribution, and con- 
sumer likes and dislikes. 

This does not imply that all such decisions 
must be made on the basis of research alone, 
since there are limits to the gains which are 


possible through marketing research. The 
point is that marketing research is useful in 
challenging traditional practices, in calling 
attention to possible oversights, and in turn- 
ing up additional facts which might not 
otherwise be discovered. 

In other words, marketing research is not 
a substitute for judgment. But it is essential 
for one very simple reason. Men who are 
trying to make intelligent decisions about 
products, packaging, pricing, etc., can arrive 
at more useful judgments when they are 
armed with marketing research facts. The 
main justification for marketing research is 
that it helps to reduce the area of uncer- 


tainty. 
STEUART HENDERSON Britt 


Needham, Louis and Brorby, Inc. 
Chicago 


WHAT IS THE MARKETING MARGIN FOR 
AGRICULTURAL PRODUCTS? A REJOINDER 


N a recent article in The Forum, Profes- 
I sors Beckman and Buzzell criticized the 
broad concept of agricultural marketing 
used by the United States Department of 
Agriculture in its program of marketing re- 
search.' Particular references were made to 
the Yearbook of Agriculture, 1954: Market- 
ing and to various publications which con- 
tain data on marketing margins or farm-re- 
tail price spreads. 

Inasmuch as this concept is rather widely 
accepted among agricultural economists, the 
rationale as well as the criticisms merit con- 
sideration. In Readings on Agricultural 
Marketing, which was assembled and pub- 
lished under the sponsorship of the Ameri- 
can Farm Economic Association, the Editor 
noted that “Agricultural economists have 
rather generally followed a broad definition 


*“What is the Marketing Margin for Agricultural 
Products?” by Theodore N. Beckman and Robert D. 
Buzzell, The Ohio State University. THE JouRNAL OF 
MARKETING, October 1955, pp. 166-68. 


of marketing, covering not only buying and 
selling but also such subjects as transporta- 
tion, processing, and storage.”? The Editor 
quoted the following as being typical of the 
sort of definition that “has been rather gen- 
erally accepted by the colleges and the gov- 
ernmental agencies working in the field of 
agricultural economics.” 


“The study of agricultural marketing, then, 
comprises all of the operations, and the 
agencies conducting them, involved in the 
movement of farm-produced foods and raw 
materials, and their derivatives such as tex- 
tiles, from the farms to final consumers, and 
the effects of such operations on farmers, mid- 
dlemen, and consumers," 


Why have many agricultural economists 
used this broad concept in their study of 
agricultural marketing? We believe that it is 


* Readings on Agricultural Marketing, Frederick 
V. Waugh, Editor. The lowa State College Press, 
Ames, lowa, 1954, p. 4. 

* Ibid. 
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directly related to the questions they are 
asked to answer and the problems they are 
trying to solve. 

In the early 1920's, with the postwar 
(World War 1) decline in prices of farm 
products, farmers and farm groups became 
increasingly concerned with the spread be- 
tween farm and retail prices of farm prod- 
ucts or products derived principally from 
farm-produced raw materials. Renewed in- 
terest in the subject has been evident in the 
post-World War II period. This interest has 
extended beyond services involved in dis- 
tributing products of agricultural origin to 
include services performed by meat packers, 
flour millers, and other processors and han- 
dlers of agricultural products. A yearbook 
on agricultural marketing that did not con- 
sider all activities in getting products from 
the farm to the consumer would have fallen 
short of its objectives and needs. 

Congress, in its appropriations for market- 
ing research, has directed that all activities 
between the farmer and consumer be con- 
sidered in the Department's program. ‘The 
current emphasis on agricultural marketing 
research by governmental agencies stems 
from the “Agricultural Marketing Act of 
1946.” The intent of Congress in this legisla- 
tion was “to provide for (1) continuous re- 
search to improve the marketing, handling, 
storage, processing, transportation, and dis- 
tribution of agricultural products. . . .” 

‘To accomplish the objectives set forth in 
this Act, the Secretary of Agriculture was 
directed and authorized among other things 


“(a) To conduct, assist, and foster research, 
investigation, and experimentation to ceter- 
mine the best methods of processing, prepara- 
tion for market, packaging, handling, trans- 
porting, storing, distributing, and marketing 
agricultural products . . . 


“(b) To determine costs of marketing agri- 
cultural products in their various forms and 
through the various channels and to foster 
and assist in the development and establish- 
ment of more efficient marketing methods 
. . » for the purpose of bringing about more 
efficient and orderly marketing, and reducing 


the price spread between the producer and 
the consumer.”’* 


In an article in the same issue of the Jour- 
NAL in which Beckman and Buzzell raised 
objections to USDA's use of the term “mar- 
keting margin,” Geoffrey Shepherd empha- 
sized the “analytical problem” approach to 
marketing research.® Shepherd suggested a 
“simple breakdown of the field of agricul- 
tural marketing into three major parts, (1) 
consumer demands, (2) the price system that 
reflects those demands more or less accu- 
rately back to producers, and (3) getting the 
goods from producer to consumer at the low- 
est cost.” The last part especially has been a 
problem area that has furnished much of the 
basis for the Department’s research in mar- 
keting margins, costs, and efficiency. Further- 
more, this suggested breakdown by Professor 
Shepherd does not limit the field exclusively 
to those functions considered “marketing” 
in the narrow sense advocated by Beckman 
and Buzzell. 

The principal thesis of Professors Beck- 
man and Buzzell is that the cost of marketing 
has been “grossly” overstated in USDA re- 
ports because the costs are “a combination 
of marketing and manufacturing costs.” 
They suggest that the definition of produc- 
tion as the creation of form utility and mar- 
keting as the creation of time, place, and 
possession utilities should be adhered to 
more closely in these statistics. The main 
body of economic theory characterizes pro- 
duction as any activity that satisfies human 
want. At best, we are dealing with subclassifi- 
cations of production. In the agricultural 
context, the delineation is made between 
farm production and other productive ac- 
tivities conveniently classified as marketing. 

Practical problems arise in any “utility” 
classification such as Beckman and Buzzell 
propose. The institutional pattern is not 
conducive to assembling data on this basis 
because business firms, which répresent the 


* Public Law 733—79th Congress, 2d Session, H. R. 
6932. 

*“The Analytical Problem Approach to Market- 
ing,” by Geoffrey Shepherd, Iowa State College. THE 
JOURNAL OF MARKETING, October 1955, pp. 173-77- 
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principal sources of data, generally provide 
more than one type of utility and it is fre- 
quently difficult to distinguish the prevalent 
type. The local feed mill with its grain stor- 
age bins, grinders, sacking machines, de- 
livery trucks, and salesrooms illustrates this 
point. Numerous other examples can be 
cited to show that a “utility” classification 
does not yield to clear-cut distinctions be- 
tween services performed and costs incurred 
by agencies engaged in marketing agricul- 
tural products. Some bakeries are classed as 
retail units, others—mostly the larger ones— 
as manufacturers, although both perform 
manufacturing and allocative or distributive 
functions. Almost all large manufacturers 
of food and textile products carry on adver- 
tising, merchandising, and other selling ac- 
tivities that, in some instances, seem to dwarf 
their actual processing activities. The whole- 
saler and retailer create form utility in cut- 
ting up meat carcasses into consumer size 
cuts. Manufacturers, wholesalers, and retail- 
ers all package food products. Restaurants 
both prepare food and serve it. Where does 
the creation of one utility stop and another 
start? 

Instead of emphasizing distinctions be- 
tween the types of economic values created, 
the productive character of both should be 
stressed. The problem of delineation is ac- 
centuated by the rapid changes occurring in 
the total amount as well as the incidence of 
these activities in different stages of market- 
ing. Current shifts of packaging of fresh 
produce from retail stores back toward as- 
sembly markets illustrate the futility of using 
fixed coefficients to differentiate types of ac- 
tivities in continuous series of statistical 
data. 

Whenever the term “marketing margin” 
is used in a Department report, an explana- 
tion is included in the text or in a footnote 
which states that this term covers all opera- 
tions between the farmer and the consumer, 
including processing. One of the specific 
aims of the Department's research program 
is to describe and identify costs of all of the 
operations which are performed by the mar- 
keting system. For example, it has been 


pointed out frequently that the farmer's con- 
tribution to the satisfaction of consumer 
wants is much lower for grain products than 
for a product like eggs. This is the result of 
the considerable amount of grain processing 
that is necessary to obtain the desired con- 
sumer products such as bread, breakfast ce- 
reals, and prepared cake-flour mixes. Eggs, 
on the other hand, are not changed in form 
in their movement through the distributive 
channels to the consumers. 

Whenever data are available, the Depart- 
ment has attempted to break down the over- 
all farm-to-retail price spread into its 
component parts such as transportation, 
processing, labor costs, and profits. In fact, 
in the illustration used by Beckman and 
Buzzell to demonstrate the overstatement of 
“marketing margin” in a USDA report, the 
estimate of the part’ of the consumer's food 
dollar attributed to processing | was taken 
from the same report. 

The example cited by these authors—the 
farm-retail price spread and the farmer's 
share for white flour, based on a comparison 
of the average retail price paid by consumers 
for a 5-pound package of flour with the av- 
erage price received by farmers for an equiva- 
lent quantity of wheat, about 7.04 pounds— 
is not, as the critics contend, a ‘ comparison 
of incomparables."* To us it seems to be a 
legitimate comparison of the price of the 
end product with the cost of the principal 
raw material. This comparison and similar 
comparisons for bread and cereal products 
provide the basis for significant illustrations 
to both wheat producers and consumers that 
farm production of wheat is only one of sev- 
eral important steps in getting these prod- 
ucts to consumers in the form, time, and 
place desired. And the trend in the price of 
wheat is often a minor factor in determining 
retail prices of bread and other products de- 
rived from wheat. Instead of ignoring “the 
fact that the product has changed in form” 
as charged by our critics, these studies in- 
variably recognize and emphasize the point. 

Our Ohio State friends questioned the in- 
clusion of transportation costs in the mar- 


* Beckman and Buzzell, op. cit. 
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keting margin if the objective of these stud- 
ies is to promote marketing efficiency because 
marketing agencies have little control over 
these costs. They could have made the same 
point with regard to fees and commissions 
incurred in providing time and possession 
utilities because studies of these too would be 
subject to the same limitations as transpor- 
tation costs. Moreover, their contention that 
all transportation rates are under govern- 
ment control is not accurate. Neither are all 
transfer costs covered by transportation. Any 
research designed to study, analyze, or mod- 
ify costs of providing place utility must, per- 
force, deal with transfer costs. Marketing 
agencies can and do exercise considerable 
control over transfer costs quite apart from 
transportation rates per se. Particular em- 
phasis is and should be placed on research 
in transportation costs because for many 
food items transportation accounts for a sig- 
nificant part of the total farm-retail price 
spread. Numerous studies leading to im- 
proved types of shipping containers, temper- 
ature and humidity controls, and handling 
methods involved in transportation have 
contributed to greater efficiency in providing 
place utility. Other studies have pointed out 
economies in shipping rates as well as in 
rates and costs for other services associated 


with alternative types of transport. For these 
studies, the analyses of rates themselves are 
of the essence though rarely the whole of the 
relevant research. 

We do recognize that results of Depart- 
ment studies which are given wide circula- 
tion in newspapers and magazines are some- 
times misinterpreted or even misquoted. But 
we believe that in this highly controversial 
area affecting public policy, the “marketing 
margin” studies have not presented “mis- 
leading data” but have presented facts that 
lead to a better understanding of important 
jobs performed by processing and distribu- 
tion agencies. Contrary to the implications 
at the outset of the Beckman and Buzzell 
article, agricultural research is not designed 
to place blame. It is intended to help market- 
ing agencies of all types find less-expensive 
means for getting more and better agricul- 
tural products to consumers. It is also in- 
tended to provide objectively determined 
facts that can be used by all parties exercising 
different value judgments. 


Harry C. TRELOGAN 
KENNETH E. OcREN 


Agricultural Marketing Service 
U.S. Department of Agriculture 


MEASURING SALES TRAINEE PERFORMANCE 


MPROVEMENT in the performance of a 
I salesman is not a matter of chance. 
Those who rise to the top have left some 
tangible record of their progress. Our studies 
have revealed that this is an orderly proce- 
dure which is susceptible to analysis and sub- 
sequent control. The method to be outlined 
here does not have universal application, 
but it may be applied to commission-type 
selling of an expendable, proprietary prod- 
uct which customers reorder periodically. 

A brief statement of the background of 
this technique will be helpful to the reader. 
Psychologists have determined that, when 
confronted with new tasks, everyone goes 


through periodic cycles of progress and stag- 
nation. The identification of these cycles or 
“learning curves” would immensely simplify 
the management job related to training 
effort, the materials used in training, and the 
evaluation of trainee progress. 

We have been using a simple statistical 
method of separating random influences 
from the underlying learning pattern, which 
has been found to be extremely helpful. It 
permits the sales manager or sales analyst to 
plot the trainee’s progress very quickly, 
upon receipt of periodic sales results. More- 
over, it is easy to explain to field managers. 

Let us consider the early performance his- 
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tory of a typical trainee. His monthly sales 
over twelve months, when plotted, might re- 
sult in a curve such as that shown in Figure 
1. Certainly there is no smooth learning 
pattern here! 

Most managers examine the trainee’s sales 
record by scanning the dollar amounts each 
month. Hence, wide fluctuations such as 
those shown in Figure 1 will serve only to 
confuse. If, however, we accumulate and av- 
erage the sales each month for the total num- 


ber of months to date, the values thus ob- 
tained will closely approximate a learning 
curve. This has been done for the data shown 
(Table 1), and the learning curve is plotted 
in Figure 1. 

The learning curve is useful to manage- 
ment for two reasons: 


(1) Its level tells whether a man is selling 
at sufficient volume to support himself on a 
given commission rate. Since many firms 
whose salesmen sell on commission extend 
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some financial assistance to trainees, the 
curves are useful as a guide in determining 
when a trainee can be put on his own. 

(2) More important is the possibility of 
knowing when a man needs assistance, either 
in the form of more training, additional 
product lines, additional territory, or just a 
psychological boost. The typical learning 
curve starts with a high rate of acceleration 
as the trainee applies himself vigorously to 
his new task. In a relatively short time, how 
ever, the rate of acceleration declines toward 
zero (Figure 1). In a sense, the man is now on 
a “plateau.” The reason for this is that he is 
consolidating knowledge gained during the 
initial period of training and field work. 
Also, because his knowledge is limited, he 
tends to acquire additional skill by trial and 
error. It is these periods “on the plateau” 
for which the manager must be alert. 


All learning curves have the same charac- 
teristics—a series of improvements in level 
followed by periods on the plateau. If left to 
his own devices, the trainee may spend 
months of trial-and-error effort before he ac- 
quires sufficient product know-how and sell- 
ing skill to enter another period of rapid, 
upward acceleration. It is necessary for man- 


agement to spot the beginning of a plateau 
and to shorten its duration by systematic 
training keyed to the traince’s level of expe- 
rience. ‘This latter aspect cannot be empha- 
sized too strongly. 

Refer again to Figure 1. Had the manager 
known that after the fifth month this trainee 
was on a plateau, he could have taken action 
to shorten the subsequent five months’ pe- 
riod in which the neophyte was going no- 
where. 


Interpretation of the Curves 

Each firm will have a different pattern 
which represents an acceptable measure of 
performance. This will depend on average 
sales volume, product complexity, rate of 
commission, and other factors. The curves 
shown here are taken from actual perform- 
ance records of salesmen in the business- 
forms industry. ‘They represent our evalua- 
tion of performance based upon what is 
satisfactory in that industry. 

Figure 2 shows two typical examples of 
inadequate performance. One of these re- 
flects slow learning in which the activity 
level is unsatisfactory. Plateaus are too long 
in duration, and improvements in level, 
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when they occur, are too small. The other 
example is the “drifter.” He is a man who 
frequently starts his career at an unusually 
high level for a trainee but never goes any- 
where. These are often marginal cases on 
which it is difficult to obtain action. 

Another adaptation of this method is to 
apply it to a breakdown of new sales as well 
as total business. The true measure of a 
trainee’s skills is the new business he gets 
rather than the established, repeat business 
which he services. Where it is possible to 
segregate the former, the curves would ap- 
pear as in Figure 3. Notice how the curves 
diverge as early sales begin to repeat. This 
is especially important in the sale of expend- 
able, proprietary items. 

As a statistical technique, this method is 
extremely simple. The important point, 
however, is that it be simple enough to be 
useful to the field sales manager. Other av- 
eraging methods did not give results as valid 
as those described above. 

This method does become invalid if used 
to plot performance for more than 15, to 18 
months because the effect of a single month's 
sales becomes attenuated. This should not 
be a bar to its use because, as the manager 


builds up performance observations by this 
means, the men who are misfits won't be 
around that long. 

As with any statistical technique, this one 
cannot be used in a vacuum. There may be 
many reasons why a traince’s performance 
will be low—sparse territory, intense local 
price competition, large numbers of estab- 
lished accounts held by older salesmen in 
his territory, or even a district manager with- 
out training skills. These factors must be 
taken into consideration. The home office 
sales analyst must make every effort to keep 
contact with local managers in order to be 
aware of such factors. On the other hand, 
top sales management cannot permit for 
long a rationalization of subpar performance 
on the assumption that these are the causal 
factors. 

It has been our observation that these 
curves are valuable aids to the sales manager 
when discussing the trainee’s progress with 
him. Practices vary with regard to discussing 
the curves in a group or showing only the 
successful trainee’s curves for comparative 
purposes to those who are not satisfactory. 
Both approaches seem to have equal effec- 
tiveness. 
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After the trainee graduates to the status of 
full-fledged salesman, the same method may 
be used to plot his progress for a year or 
more. However, attempts to apply this 
method to well-established salesmen, 
through the use of annual curves, have not 
yielded either conclusive or useful results. 
This probably results from the fact that after 
three or four years the average salesman 
reaches his peak of performance as related 
to his physical ability to cover the available 
market. For such men, other methods of 
evaluation must be used. 

Since training is the responsibility of line 
management, it follows that no sales man- 
ager can expect to be successful very long 
unless he can train men. It thus becomes 
possible to measure sales managers by look- 
ing at the performance curves of all their 
trainees over a period of time. If too many 
“sit on their plateaus” for a long period, too 
high a percentage fall by the wayside, or too 
many fail to obtain acceptable increases in 


EFFICIENCY IN 


HERE has been continuing discussion of 
cian in distribution in terms of 
both its engineering and social aspects. Meas- 
urement of distribution efficiency is not easy, 
however, and there is no agreement as to how 
it should be undertaken. One possible cri- 
terion of efficiency would seem to be the 
productivity of human labor in the distribu- 
tive processes; and prima facie evidence of 
social productivity is reflected in the pay- 
ments made by society in order that these 
tasks will be undertaken. This evidence is 
available and may be examined. 

Average hourly wages are given monthly 
in the Survey of Current Business for 62 sep- 
arate industrial groupings. ‘These average 
wage rates may be thought of as the value 
productivity of labor in the several groups. 
Total value of product per hour measures 
the social contribution (at least at the mar- 
gin) of capital and labor. Unless capital re- 
ceives a share, in individual cases, which is 
greater or less than typical, the share going 
to labor measures the marginal product of 


sales, top management must ask itself, “Is 
this sales manager doing an acceptable job?” 

Our experience, as shown in dozens of 
trainee curves, has been that inherent ambi- 
tion, energy, and intelligence can be quite 
accurately demonstrated within six months 
or less. The biggest problem has been to con- 
vince district managers that their own long- 
term interest as well as justice to the trainee 
dictates early termination of a trainee if, in 
the absence of special local situations, his 
learning curve shows an unsatisfactory pat- 
tern. The sales manager's natural optimism 
and reluctance to go through the selection 
process again cause him to wait another 
month—for the big order. In our experience, 
not a single trainee has succeeded when kept 
on the payroll in spite of the unfavorable 
evidence shown by the first six months of his 
learning curve. 


Freperick W. BAUER 


The Standard Register Company 
Oakland, California 


DISTRIBUTION 


the labor used in the particular industrial 
group. These data, therefore, permit a com- 
parison of the marginal productivity of labor 
as it is actually used in different industries. 
Of course, each wage rate in the table is a 
mean rate, so a complete study would in- 
volve measurement of the range of each 
grouping around the mean. For purposes of 
illustration, however, the means may be con- 
sidered to be representative of the groups. 

In August 1955, the mean hourly rates 
varied from 98 cents for year-round hotel em- 
ployees to $2.67 for employees in building 
construction. The quartile points were $1.63, 
$1.91, and $2.24. These five points may be 
considered to be datum points against which 
rates for individual groups may be com- 
pared. 

By these criteria, the various parts of the 
field of distribution utilize human labor 
with widely different results in terms of pro- 
ductivity. Railroad equipment employees, 
for example, had a mean wage rate of $2.28 
or 120 per cent of the median of all reported 
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industries. General-merchandise store em- 
ployees, in contrast, received only $1.19 or 
63 per cent of the median. Wholesale em- 
ployees averaged $1.91 or 100 per cent of 
the median, while those in retailing received 
$1.52 or 80 per cent of the median. 

The relatively low wage rates in retailing 
may be the result either of inefficient use of 
labor or the use of inefficient individuals. 
Perhaps a combination of the two is in- 
volved. In any case, the comparisons throw 
some light on the effectiveness with which 
labor is actually used in retailing, since other 


‘ 


studies indicate that capital dues not receive 
an unusually high rate of return in retailing. 
Thus, distribution is both relatively ef- 
ficient (as in railroad transport) and rela- 
tively inefficient (as in general-merchandise 
stores) in the use of labor. Further studies of 
the range of wages around the means and of 
the reasons for the high or low means might 
throw additional light on the general ques- 
tion, “Does distribution cost too much?” 
ROLanp S. VAILE 
Trinity University 
San Antonio, Texas 


COLLEGE COURSES IN SMALL-STORE 
RETAILING 


His brief note is written in the belief that 
aed and practitioners in the field of 
marketing are interested in the beginnings 
and growth of college and university courses 
in their areas of interest. Considerable in- 
terest has developed, for example, in the 
field of small-store and small-town retailing, 
as demonstrated by the materials appearing 
in business and academic periodicals." 

During the spring semester of 1955, the 
catalogues of the colleges and universities 
accredited by the American Association of 
Collegiate Schools of Business were ex- 
amined to determine which schools offered 
courses in small-store retailing. Courses were 
selected by title and course description.* 

It was found that seven schools listed 
courses in the area of retail store operations 
or management with the word “small” in the 
title or description. A questionnaire was 
mailed to each of these schools. All the 
schools replied to the questionnaire. It was 
learned from the replies that one of the 
schools listed such a course but had not 
taught the course during the past four years. 

The six schools offering courses in small- 

*Two recent articles are: William T. Kelley, 
“Small-Town Monopoly,” Journal of Retailing, 
Summer 1955 (vol. XXXI, no. 2), pp. 63-6, 101-2; 
and E. J. Sheppard, “The Growing Importance of the 
Small-Town Store,” THE JOURNAL OF MARKETING, July 
1955 (vol. XX, no. 1), pp. 14-19. 

* The catalogues used covered the years 1952-53 
and 1953-54. The survey included all but three of 
the member schools. 


store retailing are the University of Ala- 
bama, City College of New York, University 
of Florida, University of Mississippi, Univer- 
sity of Texas, and University of Utah. Three 
of the courses are for three hours credit, and 
three are for two hours credit. 

One school, which later dropped the 
course, appears to have first offered a course 
in 1946. Four of the schools first offered the 
course in 1948, and the other two in 1950. 
The number of students per class is gener- 
ally 15 to 20. The smallest class has been 10 
students, while the largest has been 25. In 
four of the schools, the instructor attempts 
to limit the class to 15, students or less. 

A review of the course outlines, assign- 
ment sheets, textbooks, and backgrounds of 
the instructors indicates considerable hetero- 
geneity in the courses. It might be observed 
that the instructors have not been satisfied 
with the text materials, since four of the six 
schools have changed texts or tried different 
texts on each successive offering of the 
course. The books which have been or are 
now in use are: N. H. Comish, Small Scale 
Retailing; J. K. Lasser, How to Run a 
Small Business; P. C. Kelley and K. Lawyer, 
How to Organize and Operate a Small 
Business; C. H. McGregor, Retail Manage- 
ment Problems; and O. P. Robinson and 
K. A. Haas, How to Establish and Operate 
a Retail Store. 

Harry A. Lipson 
University of Alabama 
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List or GeneRAL HEADINGS 


. Advertising 
. Area Analysis 


2A. Retail Trading Areas 
2B. Wholesale Trading Areas 
2C. Interregional Trade 


. Bibliographies 
. Buying and Purchasing 


Communication and Market News 


. Costs and Efficiency 
. Customer Analysis 


7A. Business Customers 
7B. Ultimate Consumers 


. Financing 
. Foreign Marketing (including Marketing by 


Domestic Firms in Foreign Countries, and 
International Trade) 


. General Marketing Studies 

. Government Regulation 

. History and Trends 

. Integration 

. Managerial Control (including Accounting 


Control, Inventory Control, Statistical Con- 
trol) 


. Managerial Organization of Marketing Ac- 


tivities 


. Marketing of Specific Goods and Services 
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16B. Industrial Goods 

16C. Manufactured Consumers’ Goods 

16D. Services 
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23. 
24. 
25. 
26. 


Sales Management (including Salesmanship) 
Sales arid Economic Forecasts 
Standardization and Grading 

Statistical Data (including Sources, Types, 
Revisions, and New Series) 

Storage 

Teaching of Marketing 

Theory of Marketing (including Competi- 
tion) 

30. Transfer of Legal Possession 

31. Transportation 

32. Wholesaling 

33. Unclassified 


27. 
28. 


1. ADVERTISING 


1.1 Advertisers’ Guide to Marketing for 1956. 
Printers’ Ink, October 21, 1955, p. 426. 
[E.J.K.] 

The third edition of this Printers’ Ink refer- 
ence volume, distributed with the October 21, 
1955 issue, contains basic data on over 30 phases 
of marketing of particular interest to advertisers. 
Features include materials on the geographical 
shifts of American industry, a 2o-market study 
of consumer preference, studies of family ex- 
penditures in selected categories, and discussions 
of changes in various media. The book includes 
a five-page table of contents and a useful index. 


1.2 Prevailing Cooperative Advertising Prac- 
tices. Roland L. Hicks, Pennsylvania 
State University for the Association of 
National Advertisers, 1955, 51pp- [W.s.P.] 


The study is based on an analysis of 145 indi- 
vidual agreements classified into 1g product 
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groups. It is the only comprehensive source of 
current information on advertisers’ practices in 
the handling of cooperative advertising. 

The agreement forms on which this analysis 
was based were assembled by the A.N.A. and 
analyzed during the past year by Hicks. Most of 
the agreements contained information such as 
allowable media, sharing proportions, and al- 
teration or cancellation provisions. ‘I'wenty-six 
of the more significant of these provisions were 
analyzed in summary form.in the text of this re- 
port. 

This study gives, in summary form, the coop- 
erative advertising arrangements used by most 
of the leading national advertisers, including 
Frigidaire, Norge, Philco, RCA, General Elec- 
tric, Hoover, Westinghouse, General Foods, Lip- 
ton, Lever Brothers, DuPont, and others. The 
report will be useful to national advertisers now 
using or contemplating the use of cooperative 
advertising. 


2. AREA ANALYSIS 


2.1 Trade Flow, Not Geographical Lines, Should 
Determine Sales Territory. Sales Man- 
agement, September 1, 1955, pp. 88-go. 
[A.G.] 

Waldie & Briggs, Inc., Chicago advertising 
agency, as part of a selective selling plan for 
clients, divided the country into 73 industrial 
selling areas. Researchers of the agency—using 
the combined volume of industry as the crux of 
industrial buying power—pinpointed the poten- 
tials, then assembled Hearst's 616 trading areas 
into the 73 major industrial distributing terri- 
tories on the basis of topography and common 
sense. 

The mapping system makes it easier for cli- 
ents to provide salesmen with equalized oppor- 
tunities and to conserve travel time. The basic 
idea is to increase selling efficiency. Industrial 
selling today is a high-cost item. According to 
a survey by the Sales Executives Club of New 
York, Inc., the cost of an average industrial sales 
call, whether productive or not, is $17.24. The 
same survey shows that out of 100 cold calls, the 
man will probably sell g. If the prospect has re- 
sponded to advertising, chances jump to 16 out 
of 100 and the cost of the sales-resulting call 
goes down from $187.50 to $107.75. 

To accomplish such cost reductions, there 
must be better integration of advertising and 
personal selling. Both must be geared to inten- 
sive development of the market for a particular 


company or product. The map helps to visualize 
the figure data, which are in book form. The cli- 
ent sales manager can take the buying power in- 
dicated and set or correct his quotas, equalize 
territories, and concentraty salesmen's efforts in 
the areas of greatest potential. 


2.2 Survey for the Development of the Indus- 
trial Potential of Mitchell, South Dakota. 
Midwest Research Institute for Mitchell 
Chamber of Commerce, July 1955, 112pp. 
[w.s.P.] 


For the Mitchell Chamber of Commerce, the 
Midwest Research Institute has made an eval- 
uation of the area's economic and industrial 
potential, Recommendations for industrial devel- 
opment have been made, based on factors in- 
cluding geography, climate, transportation, raw 
materials, labor supply, and the present indus- 
trial pattern. Considerable detail has been pre- 
sented in the analytical report to compare the 
specific city area under study with the surround. 
ing areas. Projected data for many of the 
factors are included in the feasibility report. Be- 
cause of growing interest in community devel- 
opment analyses, this one should be a valuable 
example. 


6. COSTS AND EFFICIENCY 


6.1 Retail Trade—Basic Analysis. Standard and 
Poor's, November 17, 1955, 2opp. [w.s.P.] 


This basic analysis of retail trade presents a 
factbook on retail activity, familiar to many 
marketin ¢ people. A correlation of retail stores’ 
sales with consumers’ disposable income is given 
for both durables and nondurables, and the shift 
in consumer expenditures to services from other 
categories is noted. In 1954 Comsumers spent 
32.6 cents of each dollar of disposable income 
for other goods and services, compared with 31.7 
cents in 1953 and 1948. This trend’s continua- 
tion, which appears likely, will further reduce 
the share of the consumer's dollar spent in retail 
stores. Detailed analyses of operations in depart- 
ment stores, mail order houses, and specialty 
shops are given along with sales records and in- 
ventory turnover comparisons and financial and 
stock market studies. 

In 1954 it is noted also that consumers spent 
30.8 cents of each disposable income dollar for 
food (including alcoholic beverages and to- 
bacco), about the same as in 195% but consid- 
erably more than in prewar years; 7.7 cents for 
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clothing and shoes, less than in the earlier post- 
war years or in the prewar period; about 11.7 


cents for housing, up over 1948 but smaller than 
prewar. 


7B. CUSTOMER ANALYSIS: ULTIMATE 
CONSUMERS 


7B.1 The Social Class Differences in the Uses of 
Leisure. R. C. Whyte, American Journal 
of Sociology, September i955, p. 145- 

Does the class position of an individual affect 
his choice of leisure activities? Is his class posi- 
tion reflected in what he does in his leisure? 

The study of a randomly selected sample of 
673 families in Cuyahoga County, Ohio, tended 
to confirm Mr. Whyte’s thesis that the use of 
leisure is a function of class position and that 
the differentiation increases with age up to ma- 
turity. 

The rate of use of various kinds of leisure ac- 
tivity varied widely among the social classes rep- 
resented. Patterns of leisure activity examined 
on an age basis suggested the inference that 
children and adolescents are less aware of or 
habituated to social class behavior than those 
eighteen years of age or older. Comparisons of 
behavior among different social classes by age 
and sex revealed findings of practical signifi- 
cance to the marketer. Limited data on the 
amount of time which individuals devoted to 
specific activities are included. 

More general studies of market behavior 
among the various social classes are needed by 
the marketing fraternity. 


7B.2 Men's Clothing Habits. Business Week, 
August 20, 1955, p- [R.J-4.] 

There are a number of signs across the coun- 
try of a widespread and growing interest in male 
fashions. This may reverse generations of con- 
servative apparel habits for the American male. 
In the past few years there have been a number 
of sudden changes in men’s clothing styles and 
colors. According to one clothing manufacturer, 
“Apparel started this style business. Cars and 
appliances took it away from us. Now we've got 
to go in for the same planned obsolescence that 
has made the auto people so successful.” 

The indications of a new interest are undeni- 
able. Some of these are: fashion shows featuring 
male attire; three times the number of daily 
newspapers that carry news of men’s fashions as 
regular features; and simultaneous appearance 


of a new style, fabric, or new color all over the 
country. There were miscellaneous indications 
such as the colored shirts becoming acceptable 
for business use and scattered but more frequent 
appearance at social functions of male styles 
which formerly would have been considered ef- 
feminate. 

What has brought this change in thinking 
about men’s clothes? There are probably many 
contributing factors. Better business is one; per- 
haps, some easing in the pressure to meet pay- 
ments on mortgages, cars, and new appliances 
is another. Some quarters believe that the heavy 
promotions by the synthetic fabric producers 
and the promotional counterattacks by cotton 
and wool producers have made male consumers 
far more conscious of their clothes. 

Has this new interest in style actually sold 
more men's clothes? On the basis of the incon- 
clusive evidence available, the answer is maybe. 
Suit sales are approximately 20 per cent in units 
above 1954 but still a long way from the 1947-48 
postwar record. If one observes the success of 
companies which have promoted new styles, 
there is the suggestion that they moved ahead 
more quickly than the industry as a whole, but 
the real test is still to come. 


7B.3 How Consumers Take to Newness. Busi- 
ness Week, September 24, 1955, p. 41. 
[R.J.H.] 


At a conference sponsored by Consumer Be- 
haviour Incorporated, a group organized to pro 
mote basic research into how a consumer behaves 
and why, many basic questions about consumer 
reactions to innovation and obsolescence were 
raised. 

Halpert and Alderson tried to formulate the 
theoretical situations in which a consumer may 
buy something new. They recognized eight oc- 
casions for purchase in which the consumer acts. 
In all of these situations the consumer is pre- 
sumed to have a cultural inventory indicated by 
the letters A to X, representing the whole range 
of products available for consumption. No one 
consumer is likely to own all the items, but he is 
at least aware of them. The simplest kind of pur- 
chase occurs when a consumer buys X because 
he has run out of his supply of X. Or, tired of X, 
he may buy W about which he already knows 
something. Alternatively, when X has failed him 
and there is a new, supposedly better product on 
the market, he may try it or he may try an old 
modified or improved product. 

Up to this point the consumer can be thinking 
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only in terms of improving an inventory he al- 
ready understands. With the next step begins 
the task of persuading him that he should en- 
large his inventory to satisfy wants he has not 
felt before. This occurs when the product is 
radically different from anything he has been 
offered. 

Alderson and Halpert stressed the sociological 
aspects of the consumer's reaction to this kind of 
product. Some consumers will take to it because 
they are leaders, they want to be first to own the 
latest; others are followers, and they will hang 
back until the innovation has become estab- 
lished. 

Given these basic situations, how do you get 
consumer acceptance of an innovation? The con- 
sumer has two bases for choice: the product it- 
self and the claims made for it. With respect to 
the product, the difference between it and an 
established product must be discernible, identi- 
fiable, and reproducible. 

With respect to the claims, ideally they should 
be meaningful, plausible, and verifiable. In ef- 
fect, a new product is an offer to solve a problem; 
often a problem the consumer has not been 
aware of. How meaningful a product can be 
made depends on the urgency of the problem 
and how much doubt the consumer has that the 
product will meet the contingency. If the manu- 
facturer can establish the meaningfulness of an 
innovation, the next step is to make the claim 
plausible. Here the three forces to work with 
are called credulity, authority, and scientific 
proof. 

It appears that interest in new features and 
new appliances increases with income. 

The majority (58 per cent) of the “innovation- 
minded” consumers are in the age group of 35 
to 54; those families where there are children 
are most receptive; and those who had high 
school or college education responded most read- 
ily. The degree of the innovation mindedn~ss 
seems to correlate directly with the consumers’ 
feelings about their financial status. Those with 
the least cheerful prospects are less eager for 
the new. 


7B.4 A Year of Progress in Home Improve- 
ments. Research Department, Capper 
Publications, Inc., Topeka, Kansas, 1955, 
gopp. [J-M.R.] 

This study shows major purchases during 1954 
of home furnishings, appliances, and new houses 
and additions by subscribers to Household Mag- 
azine. In addition, the next major purchase 


costing $64 or more is indicated. The first five 
choices in order are: television receiver, living 
room suite, washing machine, automobile, and 
home freezer. 

Findings are based on a 66.4-per cent return 
of a mail survey sent to every 7ooth subscriber. 
Results of the survey are projected to the maga- 
zine’s circulation of 2,400,000. Percentage dis- 
tributions of respondents and total subscribers 
are shown by geographic division, size of town, 
home tenure, and family head’s work (owner or 
employee). Facsimile of questionnaire is in- 
cluded in report. 


8. FINANCING 


8.1 Using Instalment Credit. Clyde W. Phelps, 
Educational Division, Commercial Credit 
Company, July 1955. [w.s.r.] 

This excellent treatise is the fourth in a series 
of studies on consumer credit by Dr. Phelps and 
should be of value to anyone interested in the 
growth of this American phenomenon. Ten 
chapters cover such topics as when to use instal- 
ment buying; how such purchases are financed; 
how to calculate the cost of such financing; how 
to compare costs and determine the value of the 
financing; avoiding excessive debt; how to pro- 
tect yourself; how to have a good credit rating; 
and how instalment buying affects our nation. 
Four fifths of American homes and three fifths 
of the automobiles are bought on the instalment 
plan, as is more than one half of furniture and 
major household appliances. The importance of 
this type of financing is evident. This study was 
prepared with the upper division senior high 
school student and general reader in mind; it 
will be of use as supplementary reading in uni- 
versities also. 


9. FOREIGN MARKETING (including Mar- 
keting by Domestic Firms in Foreign Coun- 
tries, and International Trade) 


9.1 Special Study on Economic Conditions in 
Non-Self-Governing Territories. United 
Nations, Columbia University Press, 2960 
Broadway, New York 27, N. Y., Septem- 
ber 1955, 219pp. [K.AG.] 

Reviews the situation in Africa, Southeast 
Asia, and the Pacific and Caribbean regions with 
respect to development plans with special ref- 
erence to standards of living, agriculture, fisher- 
ies, livestock, and finance. 
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9.2 Economic Survey of Latin America, 1954. 
United Nations, International Docu- 
mehts Service, Columbia University Press, 
2960 Broadway, New York 27, New York, 
20gpp. [K.A.G.} 


Gives separately for 16 countries data on in- 
come, foreign trade, monetary situation, and 
branches of production. Gives similar data for 
Latin America as a whole. Discusses effects of 
foreign competition in Latin America and pros- 
pects for Latin America’s pulp and paper in- 
dustry. 


9.3 Economic Conditions in . . . (series of nine 
reports covering The United Kingdom; 
The Federal Republic of Germany; 
France; Italy; Austria and Switzerland; 
Ireland and Portugal; Denmark, Iceland, 
Norway, and Sweden; Belgium, Luxem- 
bourg, and The Netherlands; and United 
States and Canada). Organization for Eu- 
ropean Economic Co-operation, 2002 P 
Street, NW, Washington 6, D. C., 14-47pp. 
each, will also appear in spring of 1956 
in one volume, as part of the Seventh 
Annual Report of the Organization. 
[K.A.G.] 


Cover 18 months ending in mid-1955. Present 
industrial production, public and private con- 
sumption, foreign trade, gross national product, 
balance of payments. 


94 Holding Its Own. Chemical Week, October 
29, 1955, pp- 83-84. [w.c.] 

Carnauba wax, largely imported from Brazil, 
is still important to the multimillion-dollar wax 
industry. Imports into the United States have 
been (in millions of pounds): 


1951 
1952 
1958 
1954 
1955 (cst.) 


A further increase is expected for 1956. 

The United States uses as much as go to 95 
per cent of the world supply of carnauba, which 
comes only from Brazil. About half is used in 
polish for furniture, automobiles, floors, and 
shoes. Another 25 per cent goes into carbon pa- 
per. The rest goes into a variety of uses, includ- 
ing phonograph records, candles, wax dips, and 
other uses. 


10. GENERAL MARKETING STUDIES 


10.1 What You Can Get Out of New Censuses 
of U. S. Business. Edgar Gunther and 
Warren A. Vierow, Printers’ Ink, Decem- 
ber 2, 1955, pp. 21-2. [E.j.K.] 

The census releases scheduled to appear in 
1955-56, what they will report, and how they can 
be used to increase marketing efficiency are de- 
scribed. The new censuses of business and manu- 
facturing covering 1954 activities will provide 
the first detailed statistical breakdowns since the 
1947 and 1948 censuses. Included will be im- 
portant information indicating the growth of 
industries, markets and products, recent tech- 
nological advances, geographical shifts of indus- 
try and population, and new methods of distri- 
bution for established and new products. 

The Census of Manufacturers will have sepa- 
rate releases for 450 industries. Information will 
be available on a state basis and will cover em- 
ployment, payrolls, value added by manufacture, 
new capital expenditures, and cost of materials. 
Bulletins will be issued covering the size of es- 
tablishments, inventories, fuels electric 
energy, and an industry-product analysis for the 
United States. Three general summary reports 
on United States statistics will also be issued. 

The Census of Business is divided into three 
parts: retail trade, wholesale trade, and selected 
service trades. For each part, the Business Cen- 
sus bulletin series will consist of area bulletins, 
subject bulletins, and trade bulletins. In addi- 
tion, a series of bulletins will feature information 
on central business districts. 


10.2 The Market Potential of Older People. 


Tide, November 19, 
[E.J-K.] 


‘The “old age” market currently includes over 
14 million people (65 and over) with about $20 
billion a year in disposable income. By 1965, 
this group will grow to 17,300,000 persons with 
possibly $33 billion in disposable income. This 
potential has attracted companies with products 
to sell of special interest to the old-age market. 
Some companies have done some ingenious 
product designing, adopted a special advertis- 
ing slant, or even developed public relations 
programs to appeal to this market. Efforts to 
date include real estate developments in temper- 
ate climates with homes largely marketed to re- 
tired people, travel promotions, trailer parks for 
older people, a geriatric food line “for folks past 
middle age,” special departments in drug stores, 


1955, 30-31. 
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and shops for older women in department 
stores. 


10.3 Chrysler in Transition. Printers’ Ink, Oc- 
tober 28, 1955, pp. 21-133. [B.J-K.] 


Chrysler Corporation concluded its most suc- 
cessful model year in 1955, increasing its pro- 
duction about 115 per cent over 1954. Most of 
this issue of Printers’ Ink is devoted to the story 
of this comeback. The advertising and sales 
promotion policies underlying Chrysler's mar- 
keting operation are stressed. 


10.4 What's New in U. S. Marketing. Tide. 
October 8, 1955, PP- $4°75- [E-J-K-] 


Tide’s leadership panel identified the follow- 
ing changes taking place in U. S. marketing: New 
advertising themes are being introduced, aimed 
at an outdoor-conscious suburban market; and 
new products are being developed to capitalize 
on the new suburban market and the trend 
toward casual living. Also, marketing research 
programs are becoming more comprehensive, 
with motivation surveys growing in popularity; 
more complete suburban coverage is being given 
by salesmen; product line diversification is grow- 
ing; the suburban store is increasing in impor- 
tance; and telephone order business is being 
promoted. 


10.5 What Makes International Nickel Run? 
Nathan Kelne, Printers’ Ink, December 
16, 1955, pp. 28-83. [#.J-K.] 

This is a comprehensive report of the market- 
ing story on the International Nickel Company. 
Featured in the article are materials on the 
history and development of the company, the 
planning and thinking underlying each phase 
of its growth, company organization, future 
prospects, customer and distributor policies, and 
advertising and agency relationships. 


12. HISTORY AND TRENDS 


12.1 Historical and Descriptive Supplement to 
Economic Indicators, 1955. Joint Com- 
mittee on the Economic Report, Novem- 
ber 1955, 7opp. 40 cents. [K.A.G.] 


Tables and description on: production and 
business activity; total output, income, and 
spending; prices; wages and employment. Other 
sections on security markets, currency and 
credit, and federal finances. 


12.2 The Business Use of Business History. 
James H. Stoltow, The Business History 
Review, September 1955, pp. 227-28. 


In view of the increasing age of many Amer- 
ican business firms, an increased interest in the 
publication of company histories seems fairly 
likely. Since responsibility for such work is often 
entrusted to marketing and public relations 
people, Mr. Soltow’s brief article is of interest. 

Surveying some 39 companies that have pub- 
lished their histories, he found “institutional 
publicity,” “willingness to make information 
available for scholarly and educational pur- 
poses,” and “employee relations” the chief mo- 
tives for such work. However, many firms have 
discovered operating uses for their histories, in 
addition to serving “general public relations.” 
J. C. Penney & Company uses its own experience 
with antichain legislation to impress the store 
managers with the importance of good com- 
munity relations. N. W. Ayer and H. W. Wil- 
son Company use either their histories or digests 
to explain their pricing practices to their clients. 

Two alternatives are available to the firm 
wishing a history. One is to produce a lauda- 
tory “puff” book; the other is to sponsor a truly 
accurate and scholarly history. Soltow points out 
that in the long run a fair and competent book 
will do more good than a “puff” volume which 
is likely to remain unread. Moreover, quotation 
and citation in textbooks will get a “secondary” 
circulation for the message of the scholarly book, 
unavailable to the more romantic volumes. This 
effect has been particularly’ noticeable” in the 
field of railroad history, where many sound 
company histories have induced a general, fa- 
vorable re-evaluation of the railroad building 
era. In either case, a booksized company history 
will tend to cost between $10,000 and $50,000, 
with the $21,000 to $40,000 range containing 
the most common experience. However, some 
studies have cost as much as $175,000. 


14. MANAGERIAL CONTROL 
Accounting Control, 
Statistical Control) 


(including 
Inventory Control, 


14.1 Capital Budgeting. Journal of Business, 
October 1955. [8.c.1.] 


The October issue of the Journal of Business 
is devoted to the topic of capital budgeting—a 
technique that is attracting increased attention 
as a tool in business-investment decisions. James 
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H. Lorie and Leonard J. Savage, “Three Prob- 
lems in Rationing Capital,” argue for use of the 
discounted-cost-of-capital method in making such 
decisions. Ezra Solomon tackles the technica! 
problems involved in “Measuring a Company's 
Cost of Capital.” Myron J. Gordon, “The Payoff 
Period and the Rate of Profit,” as well as Joel 
Dean and Winfield Smith, “Has MAPI a Place 
in a Comprehensive System of Capital Con- 
trols,” criticizes the productivity of capital for- 
mula developed by George Terbogh of the 
Machinery and Allied Products Institute. The 
criticisms result in recommendation of a present 
value or discounted-cash-flow technique. George 
Shillinglaw speaks for increased attention to 
the “Residual Values in Investment Analysis.” 
Horace G. Hill, Jr., “Capital Expenditure Man- 
agement,” and Frank Norton, “Administrative 
Organization in Capital Budgeting,” concern 
themselves with problems of how capital budg- 
eting is, and should be, carried out within the 
firm. 


14.2 Decision Making in the Age of Automa- 
tion. Melvin L. Hurni, Harvard Business 
Review, September-October 1955, pp. 
49°58. 


The author presents an updated, incisive ra- 
tionale for factual evidence as a basis for deci- 
sion making. His many references to marketing 
problems will provoke the interest of readers 
of this journal. Decision making in the new era 
is complicated by growth (in physical size, prod- 
uct diversity, and in both production and mar- 
keting dispersion), by the growth of introspec- 
tion with respect to business processes (the 
examination of data coming out of the business 
process itself), by the development of automa- 
tion (with its inflexibility), and by the evolution 
of markets (from custom-made to standardized 
products). 

If the decision-making function of manage- 
ment is to keep pace with technological ad- 
vances, the author indicates the following steps 
that must be taken: 


(1) Isolate research from day-to-day operating 
problems and focus it on the acquisition 
of better and more complete knowledge of 
the environment in which business exists. 

(2) Apply this knowledge to the clarification 
of assumptions underlying the conduct of 
business. : 

(4) Use research to describe the plans and pol- 
icies on which business operations are 


based. 


(4) Apply research data to the practical prob- 
lems of decision making. 

(5) Devise measurements that disclose signifi- 
cant changes in the market structure or in 
the business environment. 

(6) Encourage studies of the relative merits of 
different plans and policies in the light of 
company objectives. 


14.3 Automation. Business Week, October 1, 
1955» P- 75- [R-J-H-] 

In this special report, Business Week explores 
some of the facts that lay behind the emotional 
cloud which has enveloped the term “automa- 
tion.” It is recognized that partly it is this very 
emotional concern about automation that makes 
it significant at this point. It is estimated, how. 
ever, that if we applied all that we know about 
automatic control, regardless of cost, only a 
small segment of the labor force (perhaps 8 per 
cent) would be directly affected by displace- 
ment, by upgrading, or by downgrading. But 
there is no denying that changes in a small seg- 
ment of our economy can have a disportionate 
influence on our society and business as a whole. 

The word “automation” itself is widely feared 
as connoting revolution and widespread unem- 
ployment. This contrasts with the friendlier 
connotation of the words “technological prog- 
ress,” which have become practically synony- 
mous. 

In which area of economic affairs is au- 
tomation as a concept active today? First, in 
continuous process industries; second, in the 
multiple-tool industries such as car manufac- 
turing; third, in the field of numerical control 
of machine systems with computers; and fourth, 
in the area of data processing in which elec- 
tronic machines are designed to perform ac- 
counting and office chores. There are interesting 
implications for the marketer in this field of 
activity with the startling abilities of the elec- 
tronic computers to analyze and digest enor- 
mous quantities of data instantaneously for the 
control of sales operations. 


15. MANAGERIAL ORGANIZATION OF 
MARKETING ACTIVITIES 


15.1 U. S. Steel's New Marketing Plan. Tide. 
November 5, 1955, pp. 25-33- [E-J-K-] 


About 50 market development programs are 
in process at U. S. Steel under the supervision 
of the Commercial Department which unifies 
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the marketing of divisions and subsidiaries. U. S. 
Steel is basically a decentralized corporation 
with a centralized marketing command. Each 
corporate division operates autonomously in a 
policy framework. The four divisions of the 
commercial department that plan and run the 
corporation's marketing strategy are commercial 
research, product development, market devel- 
opment, and advertising. 

U. S. Steel's marketing concept is based on 
service, particularly helping their customers to 
sell, then helping their customer's customer sell. 
The advertising department has been reorgan- 
ized to promote this strategy. Currently, U. S. 
Steel is spending at least $4,000,000 of its an- 
nual advertising budget in promotions featuring 
the benefits of steel in a wide variety of products. 


16B. MARKETING OF SPECIFIC GOODS 
AND SERVICES: INDUSTRIAL GOODS 


16B.1 Pesticide Marketing. Journal of Agricul- 
tural & Food Chemistry, September 1955, 
738-743 [w.c-] 

To study pesticide marketing, companies in 
the industry and county agents throughout the 
country were polled. 

On channels of distribution, 25 companies 
sell direct to the farmer, 5: through dealers, 25, 
through formulators, and 17 through other out- 
lets. 

On the question of who influences the farm- 
er's buying of pesticides, opinion varied accord- 
ing to the group polled: 


Influence Ranked 
in Order of 
Importance 


more efficiently through the use of the Standard 
Industrial Classification (S.LC.) system. This is 
a numerical system set up by the federal gov- 
ernment to classify different segments of indus- 
try according to products. An industry can be 
classified on a two-, three-, or four-digit basis. 
The more digits, the finer the classification. 

This article describes the way in which prob- 
lems arising in the marketing of industrial goods 
can be solved by utilizing information classified 
according to the S.LC. 

The major task in marketing industrial goods 
is to find the manufacturing plants with prob- 
lems which can be solved through the use of 
your products, then sell them. S.LC. can help 
find such plants. 

Manufacturers in the same S.1.C. generally 
make the same kind of product and have similar 
problems. Therefore, you must determine the 
various industries (four-digit S.1.C.’s) that your 
market encompasses. There are three basic com- 
plementary methods: 

1. If you are dealing with an established 
product, you must determine the four-digit 
$.LC. number of each plant that is a customer 
for that product. You must carefully analyze the 
models and attachments purchased and the ex- 
act operations performed by the customer. 

2. Have someone thoroughly familiar with 
the market for the product go through the 
S.1.C. and check off those four-digit $.1.C.'s 
which he believes fall into its market. 

3. Solicit inquiries. This method is particu. 


Manufacturers 


Experiment stations 
Dealers 

Company salesmen 
County agents 
Formulators 
Advertising 


16B.2 How To Find, Classify, Contact Your 

True Market Potential. Nathaniel R. 

Kidder and Francis E. Hummel, Sales 

Management, July 15, 1955, pp. 57-64. 
[A.c.] 

The marketing of industrial goods to the 

‘ more than a quarter million manufacturing 

' plants in the United States can be conducted 


larly applicable to a new product, or any prod- 
uct about which there is some doubt as to 
whether or not your present customers encom- 
pass all the S.1.C.’s in the potential market. 
Unfortunately, the S.1.C.-even on a four- 
digit basis—is not a fine enough classification to 
allow you to assume that all plants in the same 


Group Polled 
Au All County Basi 
Companies Agents Formulators 
1 2 1 1 
2 3 2 2 ’ 
3 5 4 5 
4 1 3 4 
5 6 6 6 a 
6 4 5 5 
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S.LC. have identically the same problems. There- 
fore, the fact that you have sold to one plant in 
any particular $.1.C. does not necessarily mean 
that all the plants in the S.L.C. are potential 
customers for your product. Therefore, each 
S.L.C, must be weighted, both according to its 
importance in your market and its percentage 
of plants that are prospective customers. 

Once these S.L.C. percentages and weights are 
known, they can be effectively used by sales 
management, advertising, and product develop- 
ment in conjunction with market research and 
sales analysis in the marketing of industrial 


16C. MARKETING OF SPECIFIC GOODS 
AND SERVICES: MANUFACTURED 
CONSUMERS’ GOODS 


16C.1 Housing Characteristics: Television Sets 
in Households in the United States, June 
1955. (Series H-121, No. 1), Bureau of 
Census, [K.A.G.] 


Reports that two thirds of all United States 
households now have sets. These total 32 mil- 
lion households. Around 3 per cent have more 
than one set. Standard metropolitan areas aver- 
age 78 per cent with sets. This declines to 42 per 
cent for farms. The South and West average 
lowest. For example, outside of the standard 
metropolitan areas, only 40 per cent of the 
households have sets in the South and West, as 
against 69 per cent in the Northeast. 


16C.2 Giants Pace Soap Box Derby. Chemical 
Week, November 12, 1955, pp- 59 52- 
[w.c.} 

Packaging has now become a real issue in the 
soap industry—there have been more new con- 
tainers than brands. Soaps and detergents have 
gone into new bigger boxes, pails, and even 
back into the barrel again. The latest most radi- 
cal departure is a liquid detergent in a polyethy- 
lene squeeze bottle with metal top and bottom. 
The new container is reported to be cheaper 
than glass; but costs roughly 20 per cent more 
than cans. 

The major trend is toward larger sizes on 
grocers’ shelves, up to 125-pound drums, espe- 
cially in rural and suburban areas. 

Despite these innovations, since 1948 per- 
capita United States soap consumption has re- 
mained at about 25 pounds a year. In the last 
go years, it has varied between 21 and go pounds 
a year per capita. 


17. MERCHANDISING 


17.1 Organizing for Profitable Marketing De- 
velopment. The Management Review, 
July 1955, pp. 441-42. [J-M.R.] 

This article, which reviews a Marketing 
Memo from Sweet's Catalog Service, is of inter- 
est to marketing research people for its terse 
statement of the structure of new-product intro- 
duction. Two approaches to product introduc- 
tion are compared. First, the series concept 
which consists of: (1) development, (2) produc- 
tion, (3) marketing, and (4) “post-mortem.” Sec- 
ond, the team concept which treats the several 
aspects of product introduction concurrently 
rather than consecutively. One method used 
within the framework of the team concept is to 
assign to one man the responsibility for devel- 
opment, production, sales, and profit. He selects 
specialists and is supported at the staff level with 
all the resources of the company. The other 
method is to make the total sequence a joint 
responsibility of the entire management group— 
through the formation of a committee consisting 
of representatives from all departments con- 
cerned: engineering, production, sales, advertis- 
ing, marketing research, and finance. 

Both methods are predicated on foreknowl- 
edge of a real need for the products as disclosed 
by marketing research. 


17.2 Stretching a Lot Further. Chemical Week, 
November 5, 1955, p. 48, 50. [wW.c.] 


Synthetic fiber producers are now generally 
agreed that they must broaden their distribu- 
tion methods by direct promotion to consumers 
and retailers as well as by intensified develop. 
ment work on blends and new end uses. 

Both textile people and fibermakers claim a 
slim margin on synthetic fiber products at pres- 
ent, 

The cost factors in an $80 retail synthetic 
fiber fleece coat are: 


Fiber cost 
Converting cost. . . 


Fabric price. . . 
Cut, trim, make coat 


Manufacturing cost... . 
Sales, distribution, profit . 


Wholesale price 
Retail markon..... 


Retail price... . 


= 

13 

8 

19 
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17.3 Brand Loyalty—Twelve Years Later. Lester 
Guest, The Journal of Applied Psychol- 
ogy, vol. 39, no. 6, December 1955. [R.J.4.] 


In 1940-41, some 813 public school students in 
the area of Washington, D. C., indicated their 
awareness and preferences for 80 brand names 
in several product categories. In 1953, 165 or 
20 per cent of the original subjects were con- 
tacted again by mail questionnaires to learn 
their present brand preferences, what brands 
were presently used, and which brands they 
have ever used as adults. The percentage com- 
parison of the two samples on the basis of sex, 
age, socio-economic status, and 1.Q. revealed the 
latter sample to be imperfect and capable of 
yielding only tentatively suggestive results. 

This study presents suggestive evidence that 
there is a rather high degree of loyalty toward 
brand names indicated in a higher than chance 
agreement in the comparison of the 1940-41 
preferences with the preferences in 1953. After 
a lapse of 12 years, there is an average amount 
of agreement between the early and late prefer- 
ences of from 32 to 39 per cent, depending on 
the kind of comparison. For whatever reason, 
many of these subjects buy, use, or own the 
same brands of products now for which they 
had expressed a preference 12 years before. The 
percentages of people ever using the brands 
preferred in school age varies from product to 
product. 

It was thought that loyalty might not be re- 
lated so much to type of product but to type 
of individual, with some persons tending to ex- 
hibit a genera! loyalty factor. The findings here 
remind one of the research of Professor Ross 
Cunningham at M.1.1T., reported at the winter 
meeting of the A.M.A., namely, that there is no 
such hard core of persons who tend to be loyal. 
Different people are loyal to brands in different 
product categories. 

There is evidence that the degree of loyalty 
is not a function of age at which the original 
preferences are stated. There appeared to be 
little ground for believing that the younger 
subjects, since they might have selected their 
earlier preferences on more perfunctory grounds, 
might have less agreement with current prefer- 
ences and use than their older counterparts. 

It was expected that women would be more 
likely to have higher degrees of agreement for 
products such as coflee, bread, and the like; and 
men would be higher on automobiles, gasoline, 
and so on. The analysis did not bear this ex- 
pectation out. No significant differences ap- 


peared when the analysis was based on socio- 
economic groupings and 1.Q.'s. However, it was 
noticed that when subjects were divided into 
married and unmarried categories, some sig- 
nificant differences appeared. This would be 
consistent with expectations since those unmar- 
ried would be able to select their preferred 
brands without consideration of a mate's prefer- 
ences. However, even here, the differences were 
tenuously described, 

All analyses provide results too variable and 
insignificant to be able to say anything definite 
about differences between groups or among 
product classes. 


18. PRICES AND PRICE POLICIES 


18.1 Wholesale Price Index—Economic Sector 
Indexes, January 1947 to July 1955. Bu- 


1955. 


reau of Labor Statistics, October 
20pp. [K.A.G.] 


Recombines components of existing Whole- 
sale Price Index into indexes of new classifica 
tions which now permit comparisons between 
levels of production and sectors of the economy. 
Separates raw materials; intermediate materials, 
components, and supplies; and finished goods. 
Gives subdivisions of each, according to end use 
and durability. 


18.2) The “One-Price System”—Fact or Fiction? 
Stanley C. Hollander, Journal of Retail. 
ing, Fall 1955, pp. 127-44. 

Deviations from the “one-price system” seem 
to take three basic forms: (1).sales of homo- 
geneous merchandise made by one seller to dif. 
ferent consumers at different prices; (2) retail 
sales by establishments ostensibly or actually 
closed to some or all consumer buyers; (4) sales 
of “fair-traded” merchandise at less than the 
legally established minima. All of these practices 
are comprehended by the popular expressions: 
“buying at a discount” and “getting it whole- 
sale.” 

Such deviations are, and have long been, en- 
countered in our economy in such forms as: (1) 
haggling over prices, allowances, and trade-ins; 
(2) simple individual price discriminations such 
as are often encountered in the sale of medical 
and legal services; (3) “conventional” customer 
classifications based on age, sex, or previous 
patronage status; (4) retail employee discounts; 
(5) professional and group discounts, including 
those given to buying leagues; (6) open and 


= 
4 
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avowed breaking of manufacturer established 
minima, including stamp and club plans; (7) spe- 
cial techniques used in the amusement trades; (8) 
discount house and “open” showroom opera- 
tions; (9) industrial purchasing for employees; 
(10) “backdoor” sales made by manufacturers 
and wholesalers, including catalogue jewelry 
houses; and (11) various types of agent and 
broker transactions. 

The important thing is not so much the vari- 
ety of deviations encountered but rather their 
total persistency. This indicates that discount 
selling, in some form or other, is likely to be a 
persistent element in the economy of the future, 
just as it has been in the past. It also indicates 
that present views of discount house activity as 
heralding a “marketing revolution” may over- 
emphasize the significance of certain sales prac- 
tices that represent relatively little change from 
historical conditions. 


18.3 The Prerequisites and Effects of Resale 
Price Maintenance. Ward S$. Bowman, 
Jr., University of Chicago Law Review, 
Summer 1955, pp. 825-75. [8.c.H.] 


Although this section normally does not re- 
view law journals, Bowman's article reports an 
important economic research of interest to mar- 
keting students. 

The article is divided into two parts, Part | 
being a fairly familiar, although very competent, 
review of the history of resale price maintenance 
and of the managerial advantages and disad- 
vantages involved in the practice. Bowman 
reaches the conclusion that “fair trade” received 
its primary sponsorship and advocacy from or- 
ganized retailers, although there has been some 
manufacturer interest in the practice. Its suc- 
cessful application requires vigorous enforce- 
ment. It tends to work only when fairly strong 
monopoly elements exist at retail and/or manu- 
facturing levels. ‘This is so whether a particular 
use of resale price maintenance has come about 
through coercion by dealers, as a result of bar- 
gaining between organized dealers and organ- 
ized manufacturers, or as a means of assuring 
performance of essential dealer services.” 

Part II reports an attempt to examine the 
effects of resale price maintenance on the prices 
actually paid by consumers. The method used 
here was an examination of the purchase prices 
for toothpaste reported by members of the Mar- 
ket Research Corporation of America's con- 
sumer panel. The sample involved 324 panel 
families in Alabama, Louisiana, Oklahoma, and 


Minnesota (fair-trade states) and $14 families in 
Texas and Missouri (non-fair-trade states). Since 
the analysis included purchases made over a 
25-month period (from January 1, 1951 to Janu- 
ary $1, 1953), the study allowed for the impact 
of both the first Schwegmann decision (May 
1951) and the McGuire Act (July 19532). 
The major findings were: 

(1) “A high proportion of toothpaste 
sales in both fair-trade and non-fair-trade states 
[was] made at prices below the stipulated mini- 
mums—almost one-half of the sales in non-fair- 
trade states and more than one-third in fair- 
trade states.” (However, Bowman is not clear as 
to what proportion of the below-minimum sales 
took place during the hiatus.) “Substantial sales 
were also made above the minimum established 
prices in both fair-trade and non-fair-trade 
states.” 

(2) “Fair trading makes for significantly 
higher toothpaste prices. . . . Consumers living 
in non-fair-trade states paid on the average 
42.2 cents for toothpaste which would have 
cost 44.7 cents had all sales been made at the 
maintained minimum. . . . Consumers living in 
fair-trade states paid on the average 44.9 cents 
for toothpastes which would have cost 46.6 cents 
had all sales been made at the maintained mini- 
mum prices.” 


Other findings included discoveries that tooth- 
paste prices were lower in cities than in towns 
and rural areas; that price differentials between 
fair-trade and non-fair-trade states seemed to be 
concentrated on the larger tube sizes (63- and 
47-cent pastes); that the first Schwegmann deci- 
sion tended to lower prices in general in a fash- 
ion not counteracted by the McGuire Act; and 
some indications that paste prices were lower 
in drug than in food stores. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20.1 Formalin Steps Up Again. Chemical Week, 
December 17, 1955, pp- 94,96,98. [w.c.] 

U. S. Formaldehyde capacity will increase by 
some 600 million pounds in 1956, reaching 2.6 
billion pounds as compared to 2.0 billion in 
1955. Although consumption will only be 1.4 
billion pounds in 1956, about the same as 1955, 
producers are showing little concern because of 
continuing growth of demand which is expected 
to reach 8 billion pounds a year by 1975. 
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20.2 Polyethylene Goal Hiked. The Oil & Gas 
Journal, December 5, 1955, pp. 82-83. 
[w.c.] 


Consumption of polyethylene by end use, in- 
cluding all types and reprocessed material, will 
increase from 1955 to 1960 in millions of pounds: 


End Use 


The 1960 capacity (July 1) will be about 850 
million pounds, of which 585 million will be of 
the low melting point type and 245 million 
pounds of the new high melting point types 
which will first come into production commer- 
cially in 1959. 


20.3 HF: Hot Field for Marketers. Chemical 
Week, December 10, 1955, Ppp. 91,92,94. 
[w.c.] 


A growing demand for fluorine chemicals in- 
dicates a bright future for the basic raw mate- 
rial, hydrofluoric acid. The fast-growing outlets 
include refrigerants, propellants, plastics, atomic 
energy, gasoline, chemicals, and water treat- 
ment. There are two producers, with a third en- 
tering the field late in 1956. Production of the 
acid has almost doubled from 36,000 short tons 
in 1950 to about 60,000 tons in 1955. 


20.4 You Have to Be Right the First Time! 
Walter L. Benz, Sales Management, July 
1, 1955. pp- 84,86,87. [A.c.] 

If market data from delegates to a mammoth 
convention are important to you, you can get 
them with research. How you do it and where 
the dangers lie are set forth with the example 
of the American Legion conclave in Washing- 
ton. 

Nowhere in research are there so many traps 
awaiting the inexperienced or careless re- 
searcher. The American Legion convention was 
typical in survey problems. One of the first pre- 
paratory steps was to establish the pattern of ex- 
pected traffic flow. This can be the first big trap 
lurking to throw off a reliable sample. People 
interviewed must represent the entire audience. 


Reliability of sample can be ascertained by in- 
cluding a question or two that duplicates in- 
formation accurately obtained also in the visi 
tor’s registration. Comparing these will reveal 
accuracy of the sample. The American Legion 
Magazine was helpful in obtaining advance in- 
formation toward establishing expected traffic 
flow patterns. 

Advance schedules of meetings, special events, 
complete data on parade formation, official ho- 
tels, and locations of housing for Legionnaires 
were all supplied. To these were added the 
many special points of interest in Washington, 
D. C., which would attract Legionnaires and 
their families. These various points of interest 
were evaluated to determine how large an audi- 
ence was to be expected at each. Nearly all in- 
terviewer schedules had to be set up in two ways, 
one allowing for the possibility of rain which 
would move the audience indoors. 


20.5 Buying Carves Its Niche. Chemical Week, 
November 12, 1955, pp. 106,108. [w.c.] 


Purchasing research is getting more attention. 
Several companies report addition of special 
staff members. Market research for buying is in- 
creasing, but opinion is split as to whether sales 
or purchasing should supervise it 


20.6 Getting Inside the Shopper's Mind. Bus: 
ness Week, November 12, 1955, pp. 58-60, 
64. [A.G.] 

A consulting firm dissects shopping habits of 
6o Philadelphia housewives for clues to why 
women buy where and what they do. 

A lot of people would give their eyeteeth to 
know what goes on in a woman's mind when she 
sets out on a shopping expedition. How many 
stores will she go to? What will she look at? 
What will she purchase? What does she want? 
And why does she want it? 

One of the most ambitious eflorts to answer 
questions like these is in the sifting-out stage 
right now. For ten wecks, starting last summer, 
researchers of the firm of Alderson & Sessions 
have held a group of 60 housewives under their 
microscopes. Through individual interviews, 
group discussions, and shopping games, they 
probed into the women's shopping behavior. 
When the data are all tabulated and analyzed, 
the firm hopes to throw some light on the fas 
cinating—and economically vital—question of 
consumer shopping motivation. 


|| 
1955 1960 
Filmandsheet....... 120 300 
35 100 
60 150 
Bottles and tubes... . 10 50 
45 100 
Electrical . 40 100 
Other. ... 50 
850 
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20.7 Big Time Boron Future. Chemical Week, 
November 5, 1955, pp. 69,70,72. [w.c.] 


Few commodities allied with the chemical in- 
dustry have had as long a germination period 
as boron, isolated as an element in 1808 and 
commercialized in 1955. The present market is 
limited. New outlets may use a few years from 
now as much as two or three million pounds of 
commercially produced elemental boron. The 
present price is about $10 to $15 a pound, de- 
pending on quantity and quality. Most of the 
material now goes for secret government uses. 
However, boron has potential use as a fuel-alloy- 
ing element with aluminum for electric wire 
and the commercial atomic energy reactors. 


20.8 Synthetic Detergents, The Boom Won't 
Wash Out. Donald Price, Chemical 
Week, October 22, 1955, pp. 40-48 ff. 
[w.c.] 


Sales of synthetic detergents—continuing to 
dimb—were 2,500 million pounds last year, will 
be higher this year, and are expected to reach 
4,000 million pounds within ten years. Since 
1953, synthetic detergent poundage has been 
larger than soap; by 1960, it is expected to be 
70 per cent of the total soap-detergent market. 
Behind the boom is a strong postwar spurt in 
consumer acceptance for household chores. Al- 
most 80 per cent of total output ends up in the 
home. The nonionic detergents, higher in price, 
may soon be ahead of the others because of their 
remarkable versatility. 

Detergents have had little use until now in 
bars. However, each of the three big soapmakers 
is now test marketing detergent bars and may 
soon have them on the market. By 1960, synthet- 
ics may have one third of this new market. 


20.9 Liquid Detergent Sales Rocket. Chemical 
& Engineering News, October 10, 1955, 
PP- 4836-37. [w.c.] 

Liquid detergent poundage for 1955, will soar 
to around 150 million for products considered 
of no value ten years ago. In 1947 sales were 
only about one million pounds. 

Marketing of detergents has become complex. 
There are probably no more than five or six 
companies selling packaged household liquid de- 
tergents under well-known trade names, but 
there are others which supply the industrial 
and commercial trade. 

Liquid detergents go mostly into the dishpan; 
some are also used for fine-fabric washing. They 


may be formulated in the future for other house- 
hold jobs. 


20.10 Side Look at Alumina. Chemical Week, 
October 15, 1955, Pp- 91-92,94,96. [w.c.] 

Most alumina is used in the production of 
aluminum metal, which uses most of the more 
than three million tons of alumina produced 
annually in the United States. However, increas- 
ing amounts are consumed by other industries: 
chemical, abrasive, refractory, ceramic, and 
others. 

The projected substantial increases in fields 
other than aluminum production is based on a 
number of factors: an anticipated jump in hy- 
drated alumina consumption by the petroleum 
industry, increasing percentages used in petro- 
leum cracking catalysts, growing use in indus- 
trial abrasives, increased use in refractories be- 
cause of a trend to high temperature alloys, and 
new ceramic developments. 


20.11 Ethylene Oxide. K. M. Joslin, A. B. Steele, 
Chemical & Engineering News, December 
5» 1955, Pp- 5311-16. [w.c.] 

With 1955 ethylene oxide production running 
close to capacity, additional facilities in 1956 
may mean an excess of supply. However, the 
growth market trends for antifreeze and ethyl 
ene oxide derivatives indicate this surplus will 
be temporary. 

Ethylene oxide is a versatile chemical raw ma- 
terial. Its most important derivative is ethylene 
glycol, used in permanent antifreeze. About 650 
million pounds were produced in the United 
States in 1954. In 1955, production will probably 
be 850 million pounds. 


20.12 Watch the Big Hydrocarbons. C. J. Mat- 
thew, R. F. Messing, and R. L. James, 
Chemical Engineering, November 1955, 
286. [w.c.] 

New technology in propane, butane, and 
higher hydrocarbon derivatives made from these 
liquefied petroleum gases is widening chemical 
uses. In 1954, over five million gallons of lique- 
fied petroleum gases were sold. End uses were 
in per cent: 


Domestic and motor fuel 62 
Chemical manufacturing 2 
Rubber production 

Gas manufacturing 

Others 


wh Oe 
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Isopropyl alcohol is one important derivative, 
of which 859 million pounds were produced in 
1954- Of this, 98 per cent came from propylene 
and 2 per cent from propane and butane. End 
uses were in per cent: 


Acetone 59 
Solvents, esters 30 
Gasoline additives i 


Butadiene, with 766,000 tons produced in 
1954, is al] made from petroleum refinery bu- 
tane-butylene gases. End uses were in per cent: 


GR-S synthetic rubber 89 
Nitrile synthetic rubber 4 
Nylon, latex paints, resins 7 


Other important materials are benzene, 
phenol, toluene, xylene, and phthalic anhydride, 
for which raw material sources, end uses, and 
plant capacities are given. 


20.13 Methylamines. Roger Williams, Jr., Jay 
R. Wielner, and Joseph J. Schaefer, 
Chemical & Engineering News, Septem- 
ber 19, 1955, pp. 3982-85. [w.c.] 

Methylamine manufacturers have a problem 

in finding outlets for monomethylamine and tri- 
methylamine to match that for dimethylamine. 
All three are produced simultaneously. This 
trend will become an increasing problem in 
manufacturing and selling the methylamine. It 
seems likely that the future will see some adjust- 
ment of the present price structure to reconcile 
the product mix with the unbalanced consump- 
tion pattern. 


20.14 Plastics: Growing Five Times Faster Than 
All Industry. Irving Skeist, Chemical 
Week, November 19, 1955, pp. 3 ff. [w.c.] 


Plastics have grown goo per cent in the last 
ten years, and United States 1955 output will 
be close to three billion pounds—io times 1940 
output and 100 times 1925 output. 

The vinyl types are largest in output—in the 
far future the polyethylenes may overtake them. 
Polystyrene is the top-selling molding powder. 
Polyethylene is one of the fastest growing, 1954 
production being 50 per cent over 1953. The old 
time cellulosics are still holding their own, even 
though growth is not significant. 

Optimism is the keynote of the industry. Such 
markets as transportation and construction have 
been barely touched. 


20.15 Glycerol Goes on a Spree. Chemical & 
Engineering News, November 7, 1955, 
PP- 4734-36. [w.c.] 

The United States synthetic glycerol capacity 
has doubled in less than three months and is 
now 115 million pounds, enough to supply half 
the United States needs. The remainder is 
mainly a by-product of the declining soap in- 
dustry. When synthetic glycerol was first made 
in 1948, the United States was a net importer 
of glycerol; in 1954, it became a net exporter. 
Glycerol consumption has remained fairly steady 
since 1948, being within 12 per cent of the av- 
erage of the seven-year period in any one year. 
But the growth of synthetic detergents and de- 
cline of soap has cut down on the natural glyc- 
erine supply, providing a growing market for 
synthetic and a healthy profit margin for syn- 
thetic producers. 


20.16 Alcohol: Regaining No. 1 Market? Chem- 
ical & Engineering News, November 7, 
1955, p- 4846. [w.c.] 

The present low cost of ethyl alcohol and 
high demand for butadiene which can be made 
from it are currently favoring the use of alcohol 
for this purpose. Butadiene is used to make syn- 
thetic rubber. Currently, the alcohol production 
rate (excluding beverages) is 240 million gallons 
of 95-per cent alcohol a year, about 13 per cent 
better than 1954. 

Most United States alcohol (about 76 per 
cent) is made synthetically from ethylene; the 
rest is by fermentation of carbohydrate mate- 
rials, mainly blackstrap molasses, a by-product 
of sugar refining. 


20.17 How High the Step. Chemical Week, Sep- 
tember 3, 1955, pp. 71-74. [w.c.] 

Phthalic anhydride production and apparent 
consumption has been at a new historically high 
level for almost a year. Comparing 1954 and 
1955 (estimated) (see table page 426): 

By the end of 1956, new installations will 
bring United States productive capacity up to 
400 million pounds a year, as compared to about 

75 million pounds in 1953. Capacity has his- 
torically always been at least slightly ahead of 
production. 

Reasons for the high increase in demand in- 
clude: (1) high rate of automobile production, 
using increased amounts in alkyd resin finishes; 
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PHTHALIC ANHYDRIDE 
Unitep States AND DEMAND 
MILLIONS OF PouNDs 


Year Production 


Imports 


Apparent 
Consumption 


Exports 


1954 
1955 (est.) 


256.3 0.7 
340.0 0.6 


11.3 
15.0 


245.7 
325.6 


(2) increased exports; and (3) inventory accumu- 
lation. 
Prospects for long-range growth in use are 


very good. 


20.18 Enough—For How Long? Chemical Week, 
October 1, 1955, pp. 69-70. [w.c.] 


Current producers of acrylonitrile are dis 
turbed by recent increases in capacity. Present 
United States capacity is about 204 million 
pounds a year, but an optimistic estimate of 
1955 consumption is less than 100 million 
pounds, as compared to about 64 million pounds 
in 1954. Four companies produce acrylonitrile 
at five plants. The price has dropped from 43 
cents a pound to 27 cents a pound from early 
1953 to the present. The estimated end-use pat- 
tern for 1956 in million pounds of acrylonitrile 
is: 

Acrylic fibers 
Nitrile rubber 


114-122 


20.19 Why Nitrogen Keeps Booming. Richard 
P. Windisch, Chemical Engineering, No- 
vember 1955, pp. 280-86. [w.c.] 


Undeniably fertilizers are the mainstay of the 
large increase in nitrogen compound production 
and use in recent years, but the rise of many 
more uses gives needed depth to this spectacular 
and continuing growth. At present the end uses 
of ammonia, the principal primary nitrogen 
chemical, are in per cent approximately: 

Fertilizers 70 
Industrial 24 
Exports and military 6 


20.20 PE Capacity: Running Wild? Chemical 
Week, September 10, 1955, pp. 93-94- 
[w.c.] 

Capacity for pentaerythritol is running con- 
siderably ahead of production, and the gap is 


widening. United States expansions currently 
under way will boost capacity from 77.5 million 
pounds in 1955 to 141 million pounds in 1957. 
United States 1955 production is estimated at 
only 65 million pounds, 94 per cent of which is 
used in resins and surface coating. Production 
in 1957 is estimated at not much over go million 
pounds. 


20.21 A Model for the Analysis for Consumer 
Preference and an Exploratory Test. 
P. H. Benson, Journal of Applied Psy- 
chology, vol. 39, no. 5, October 1955. 
[R.J.H.] 


The purpose of this paper is to define and 
test a research model in terms of which con- 
sumer preference studies can provide answers to 
questions of product planning and marketing. 
For example, what is the optimum level of gen- 
eral quality at which a commodity shall be pro- 
duced and sold for maximum consumer prefer- 
ence? What combination of qualities in a com- 
modity is of maximum preference to the con- 
sumer? How much shall a manufacturer spend 
on packaging, advertising, or selling in order to 
create the most demand for his product? 

Underlying this marginal preference model 
there are several assumptions: (1) The prefer- 
ence for one commodity compared qualitatively 
with another can be measured in standard error 
units by such well-known techniques as that of 
paired comparisons and the method of succes- 
sive intervals which use data in the same form 
as that customarily collected in consumer re- 
search. (2) The consumer seeks to spend his 
money in such a way as to maximize his pref- 
erence for the commodities or particular quali- 
ties in commodities that he buys. This assump- 
tion, which is similar to that of marginal utility 
analysis, is formulated in terms of preferences 
as a measurable variable of consumer behavior. 
(3) Consumer preference for a commodity is at a 
maximum at the points of cost outlay for quali- 
ties by the manufacturer at which the marginal 
preferences for qualities are equal. In a manner 
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similar to economic theory which considers 
quantities of different qualitative goods bought 
by the consumer, it is here assumed that quanti- 
ties consumed are constant and degrees of qual. 
ities in the goods bought by the consumer are 
considered. A situation of constant price at 
which the commodity may be sold is assumed, in 
which case total outlay by the manufacturer for 
quality in the commodity is fixed, one quality 
being improvable only at the expense of another 
quality. Expressing the three basic assumptions 
mathematically (based primarily on the assump 
tion that preference for a commodity is a func 
tion of the amount of money spent by the manu- 
facturer in producing its qualities), the equa 
tions yield the relationship between marginal 
preference and marginal cost upon which pre! 
erence changes depend. Assuming a fixed price 
per unit available for costs of production and 
distribution, an equation is obtained to find the 
cost points for the qualities which maximize 
consumer preference. These points provide the 
optimum allocation of revenue among the vari- 
ous qualities produced in the commodity. Since 
the consumer has a prescribed amount of money 
available for purchases among the various com 
modities, the problem of maximizing preference 
is formally the same as that of determining 
optimum costs for qualities within a single com 
modity at a fixed price. Commodities are pro- 
duced and sold at the most preferred levels of 
quality and price if the marginal preferences of 
consumers for the commodities are equal. 

The empirical solution to the problem of op- 
timum levels of quality and price for commodi- 
ties, or to the problem of optimum allocation of 
costs in producing qualities, requires the estab- 
lishment of preference cost functions. Prefer. 
ences of consumers for different cost items are 
measured, and an appropriate function fitted 
defining preference in terms of cost variables. 
This study reports an empirical test of the mar- 
ginal preference model described. Using food 
preference data, the average prices of appetizers, 
of entrees, and of desserts ordered by 263 per- 
sons were predicted with a mean error of six 
cents. 


21. RETAILING 


21.1 Shopping Centers: More, Bigger, Better. 
Genevieve Smith, Printers’ Ink, Novem. 

ber 25, 1955, pp- 21-46. [E.J-K.] 
An estimated 1,000 shopping centers are now 
in operation, with another 2,000 under construc- 


tion or planned. Among the trends in the ap- 
pearance of centers: They are becoming more 
compact, with the stores centered closely around 
a mall or cluster; landscaping is becoming more 
effective, with a trend to more roofed-in, air 
conditioned walks and malls; dividing walls will 
be eliminated between small stores to heighten 
the bazaar effect; location ideas are changing, 
with placement or a great traffic artery no longer 
considered of prime importance; and there is a 
trend to separating the convenience goods sec- 
tion of the center in a separate area with its own 
parking space. 

Fnough experience has been accumulated to 
support some generalizations about center mer 
chandising. Customer demands are similar in all 
shopping centers due to the age, family, and in 
come characteristics of shoppers. Competition is 
important; thus, the growing practice is that of 
including two department stores in regional cen- 
ters and two supermarkets in smaller ones, Cen- 
ter-wide promotion is important. ‘The trend to 
nighttime shopping is increasing with triweekly 
openings how most common. 

Shopping center growth will require manufac 
turers to change some policies on distribution 
and franchises, display, and selling. For instance, 
brand identification will become more impor. 
tant due to the self-service base of centers. Pack- 
aging and display must be considered in terms 
of smaller stores and night hours 


21.2 1954 Report on Retail Drug and Proprie- 
tary Stores. A. C. Nielsen Company, Chi 
cago, Illinois. 


The latest survey of retail drug and proprie- 
tary store sales reveals a number of interesting 
observations about sales gains and competitive 
influences: 

(1) The 1954 drug store volume of $4,896, 
000,000 represents 2.g per cent of United States 
retail sales last year. This is a slight increase 
over the 2.8-per cent ratio of 1953. However, in- 
roads on drug store lines by food stores shows 
that over the long range, drug stores are now 
getting a smaller share of the average con 
sumer’s disposable income. 

(2) The chain drug stores are the largest in 
size in square footage. 

(3) The large independent drug store has the 
greatest sales per square foot. 

(4) There is no reason why the factor of self 
service operation and the Rx department are 
not perfectly compatible. One should actually 
enhance the other. 
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(5) Prescription price complaints lie in the 
fact that a large segment of the population is old 
enough to remember the “good old days” when 
a prescription cost about $1.00. 

(6) One of the marked developments of 1954 
was the comeback of fountains in drug stores. 

(7) Selfservice stores and the baby boom tie 
in together beautifully. Where more space is de- 
voted to baby needs and related items, volumes 
are showing solid increases. 

(8) Eighteen per cent of the population moves 
every year, meaning nearly one out of five drug 
store customers disappear every year. 

(g) It is important that every druggist insti- 
tute and maintain a continual public relations 
and merchandising program. 


21.3 Regaining Hosiery Profits. Stores, October 
1955, 27-32. [J-M-R.] 

In spite of product improvement, an increase 
in the number of adult women, and soaring pur- 
chasing power, the unit sale of women’s hosiery 
has remained unchanged over the past five years. 
Because of price cuts, dollar sales have fallen. 

To seek an explanation for this poor record 
and to discover means for improving the pic- 
ture, the research staff of Stores has surveyed 
buyers throughout the country and has ques- 
tioned representative resources in this field. 

From the department store's standpoint, the 
survey indicates that overemphasis on price has 
been a major cause of the depressed condition. 
Selling on price has “taken a fashion item and 
made it something to buy on a replacement 
basis, as cheaply as possible.” 

Findings point to positive steps to be taken: 
(1) play up fashion, (2) get hosiery into the 
windows, (3) emphasize service (fit and selec- 
tion), (4) keep hosiery operation in tune with 
the store's position, (5) gear store promotions to 
those of key brands, and (6) avoid “out-of- 
stocks.” 


21.4 The Lilly Digest for 1954. Lilly Econom- 
ics Clinic. [M.s.] 

The Lilly Digest of Retail Drug Store Income 
and Expense statements comprises analysis of 
statements of 1,621 drug stores. 

Drug store sales obtained a new high in 1954, 
showing an increase of 4.9 per cent over 1953. 

Forty-eight per cent of the drug store sample 
obtained a rate of profit on sales that was equal 
to or above 5.1 per cent. Thirty-eight per cent 
of the stores obtained profits that were less than 


5-1 per cent. Fourteen per cent of the stores op- 
erated last year at a loss. 

The study reveals that profits in drug stores 
have been found to rise with the number of 
prescriptions filled per store and with the pro- 
portion of prescription volume to total sales. 

Copies of the Lilly Digest are available from 
the Lilly Economics Clinic, Indianapolis 6, In- 
diana. 


23. SALES MANAGEMENT (including Sales- 
manship) 


23.1 Selling Spelled with a You. Chemical 
Week, December 24, 1955, pp- 44-46. 
[w.c.] 


In a specially designed course, Stauffer Chem- 
ical Co. (New York) is helping its salesmen and 
others to learn more about motivating people. 
The course is intended to increase selling effec- 
tiveness by equipping salesmen with apprecia- 
tion of the customers’ points of view. The for- 
mat and technique of the program, set up by the 
Sales Analysis Institute of Illinois, are based on 
the assumption that some factors in selling ideas 
and products can be taught. General Electric 
and International Paper are also using the 
course. 


23.2 Case of Creeping Costs. Chemical Week, 
October 29, 1955, pp- 68,70. [w.c.] 


Profit-chewing costs in the sales department 
can be traced to such factors as (1) failure to 
give divisional sales managers comparative cost 
data of other divisions, (2) salesmen too liberal 
on expense accounts, (3) excessive or poorly 
planned travel, and (4) too much attention and 
service to marginal or nonordering accounts. 
Salesmen must be selected with a view to mini- 
mizing these factors. They should have not only 
sales ability but willingness to plan and the 
know-how of matching service to sales. 


23.3 What's Happening to the Face of the U. S. 
Industrial Map? Business Week, August 
13, 1955, p- 78. [R.J.H.] 

In a special report, Business Week examines 
the industrial migration of American industry to 
the South and West, which was born in the 
early postwar period. In the seven years from 
1947 through 1954, manufacturers have spent 
$80 billion on new plants and equipment, of 
which half has been for new capacity. In a geo- 
graphic sense, where has this money gone? To 
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answer simply that the money has been spent in 
the Southwest and the Pacific Coast areas omits 
the fact that the rate of migration has continued 
unabated in the last seven years and, perhaps 
more importantly, that the movement is no 
longer concentrated in a few industries such as 
textiles and leather but has become a general 
shift. Some would argue that industry is simply 
following the over-all population shift, but this 
obscures the cause an‘ effect relationship. In 
any case, the population and income shifts of 
the past fifteen years have created new markets, 
and industry is permanently attached to these 
markets. 

The report deals in detail with what has hap- 
pened within each region, within the states, and 
within the major industries. However, one out- 
standing impression is clear. Industrial migra- 
tion is going to continue to change the indus- 
trial map of the United States. Although it is too 
early to assess the impact on markets of this 
trend to decentralization, the marketer should 
watch it closely. 


23.4 Competitive Selling in a Surplus Market. 
Melvin E. Clark, Chemical & Engineering 
News, November 21, 1955, pp. 5076-78. 
[w.c.] 

Rather than wait for return of the seller's 
market, the chemical industry must give the cus- 
tomer what he wants on quality and service at a 
price he can afford to pay. There are three fun- 
damentals for a successful and balanced sales 
program: good home office sales strategy, or- 
ganized hard work in the field, and full support 
of management and plant. The sales manager 
must delineate his sales goal—he need not al- 
ways make underselling his objective. He must 
organize his field activity, emphasizing quality 
rather than quantity. His sales projects must be 
carefully analyzed. Above all, he and his man- 
agement must support their salesmen. 


23.5 On the Way: Added Service. Chemical 
Week, November 26, 1955, pp. 126,128, 
129. [w.c.] 


More technical service to solve chemical com- 
pany customer problems is the current trend. 
Scientific service is assuming a growing and 
more prominent place in selling. Many chemical 
companies feel technical service is their best 
salesman. The one limiting factor in the trend 
is availability of skilled technical personnel. 
Some companies are trying nontechnical men 
for sales—this means more requests for technical 


service will have to be relayed back to the com- 
pany for reply. 


23.6 Vinyl Finds Its Sales Key. Chemical Week, 
December 10, 1955, pp. 105-106. [w.c.] 
At the mercy of low-quality producers, vinyl 
film sales dropped sharply in 1953. Since then, 
they have been slowly rising. Sales in millions of 
pounds of film and sheeting have been: 


1950: 214 
1951: 148 
1952: 151 
1953: 124 
1954: 127 
1955 

(estimated): 137 


The industry has had a hard time fighting its 
way back among once disappointed consumers. 
However, improved quality, established industry 
standards, good merchandising, and discovery 
of new suitable applications have all contributed 
to the regrowth of the market. 


23.7 The Bang-up Sales Bulletin: Your Best 
Buy in Management Tools. Sales Man- 
agement, September 20, 1955, pp. 74°75, 
79, Bo. [A.G.] 

A welledited sales bulletin is probably sales 
management's biggest “bargain buy.” It is hard 
to equal for versatility. It is probably the fastest 
and most dependable medium of communica- 
tion between home office and salesmen in the 
field. For many companies, it is indispensable. 

Sales departments agree that a properly de- 
signed bulletin is “one low-cost dependable de- 
vice” for meeting a problem which confronts 
every sales executive: achieving fast, clear, and 
frequent communication with salesmen. The 
bigger the company or the more far flung its 
distribution area, the more acute the commu- 
nications problem is likely to be. Without good 
communication, personal selling effort fails to 
coordinate with advertising and promotion. Mo- 
rale slumps. Salesmen suffer from ups and 
downs. 

Seventy-five members of the Sales Promotion 
Executives Association contributed to this study 
of objectives, format, contents, cost, and values 
of such bulletins. Panel members for the most 
part represent big and medium-size companies 
in a variety of consumer and industrial fields. 

In appraising the values of a sales bulletin, 
the panel group expressed these opinions: 


1. A good bulletin gets to the heart of the cru- 
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cial problem of bridging the distance gap be- 
tween office and field. 

2. It is an excellent means for giving territory 
salesmen a “sense of belonging” —improving mo- 
rale and teamwork and engendering and main- 
taining enthusiasm. 

§- It is effective as a training medium. It 
offers opportunity for the exchange of ideas on 
productive sales techniques, gives salesmen a 
better understanding of advertising and pro- 
motion, and teaches best use of selling tools. 

4- It helps substantially in getting better co- 
ordination of effort for current sales programs 
and special promotions. 

5. It can be credited often with direct in- 
creases in sales through publication of informa- 
tion about new product applications and poten- 
tial new markets. 

6. It can be used to increase understanding of 
company policy. 

7. It provides—when the format is right—a 
body of current reference material on such sub- 
jects as prices, models, and package units and 
thus reduces the volume of correpsondence with 
the home office. 


23.8 How to Measure Salesmen’s Performance. 
Business Record, September 1955, pp. 
338-42. 

There are three general methods used by firms 
cooperating in this survey by the National In- 
dustrial Conference Board in evaluating sales- 
men: (1) establishing sales quotas, (2) personal 
observation, and (3) analyzing sales-expense ra- 
tios. In addition to these widely used methods, 
management is indicating greater interest in 
more refined approaches. One respondent states: 
“The amount of data made available as a basis 
for judgment has been very materially increased. 
This includes information covering the details 
of sales by product to each customer, summar- 
ized by territory, by product classification, and 
by industry.” 

However, the report emphasizes that judg- 
ments of sales performance should not be based 
on quantitative data alone. Evaluation of quali- 
tative factors such as customer relations, product 
knowledge, and personal characteristics should 
supplement the study of dollar and cents results. 


23.9 How Expert Salespeople Sell. Willard M. 
Thompson, Journal of Retailing, Fall 

1955, PP- 119-24. [8.C.4.] 
‘Transcriptions were taken of actual sales pres- 
entations made by 50 highly rated salesmen em- 


ployed in various departments of a Midwestern 
department store. The subjects knew that their 
sales were being recorded, a practice which is 
believed to have encouraged them to use their 
best techniques. 

Analysis of the tape recordings indicated that 
all of the 50 were courteous, assertive, and enter- 
prising. Certain other generalizations developed. 
The expert salesmen tended to use questions 
skillfully, deriving considerable information 
about the customers from short, easy-to-answer 
queries but avoiding personal or embarrassing 
questions. ‘The experts tended to display and 
demonstrate their merchandise. They showed 
interest in their customers and used flattery 
skillfully. The experts seemed to use their own 
opinions and evaluations of merchandise as sell- 
ing points much more frequently than they used 
actual merchandise facts. 


23.10 The Salesman’s Wife Looks at Selling: A 
Survey. The Management Review, Au- 
1955, Pp. 552-54. [J-M-R.] 

Increasing concern on the part of manage- 
ment with the problems of the salesman’s mo- 
tivation and morale has focused attention on 
the influence of his wife on job effort and suc- 
cess. An opinion survey by the Research Insti- 
tute of America of wives of salesmen in the 
trucking industry provides some insight as to 
their attitudes. In terms of security and finan- 
cial reward, the wives were generally quite satis- 
fied. Their major objection was to the intrusion 
of the sales job on family life resulting from 
day-to-day tensions, irregular hours, and paper- 
work. Significantly, one third of the wives would 
like to see their husbands get out of selling. 

The objectionable characteristics cited by the 
wives are not common only to selling, nor can 
sales management eliminate them. Somehow, 
their husbands’ careers must be given added 
stature. The survey suggests several practices 
management might adopt to further this ob- 
jective: more understanding of the individual 
methods of each salesman, more personalized 
evaluation and guidance, and more concrete 
policies for his guidance. 


23.11 Shaping a Farm Chemical Sales Program. 
Chemical Week, October 1, 1955, pp. 88- 
89,91. [w.c.] 

‘The Monsanto Chemical Co. is making its 
initial assault on the farm chemical market with 
Monsanto-labeled materials. This program will 
introduce farm chemicals to 15 states through 
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5 regional warehouses, 100 distributors, and 
2,000 to 3,000 dealers in the first year. 

A flexible distributor program is envisioned 
with special attention to distributor incentives, 
sales tools, competitive pricing, dealer educa- 
tion, and service. A direct campaign of adver- 
tising and publicity will be aimed at the farmer 
to make him familiar with the Monsanto name 
and trademarks. 


24. SALES AND ECONOMIC FORECASTS 


24.1 Fertilizer Forecast: Clear but Clouding. 
Robert B. Norden, Chemical Engineer- 
ing, December 1955, pp. 272 ff. [w.c.] 


The United States plant-nutrient supply is 
rising because of the steadily increasing demand 
for all fertilizer materials, the use of more am- 
monia for direct application and mixed solu- 
tions, the use of more high-analysis granular 
fertilizers, increasing use of fertilizer-pesticide 
mixtures, and improved processes and equip- 
ment. 

But there are many dangers in the picture. 
Generally, there is an overcapacity, especially 
for nitrogen, Farm income is on the decline. 
The government is cutting acreage allotments. 
These problems are already reflected in price 
cutting in ammonia. 


24.2 Business Forecasting. Business Week, Sep- 
tember 24, 1955, p- 91. 


Business Week reports on the different sys- 
tems of forecasting and something of their pos- 
sibilities and limitations as a guide to the 
manager who buys and uses forecasting tech- 
niques. Modern management is becoming in- 
creasingly a matter of reducing risk in the 
decision-making process by the use of sound 
economic forecasts on which to base their pro- 
grams. 

There are three basic strategies for economic 
forecasting, called by Business Week (1) “loaded 
deck” strategy, (2) “oaks from acorn” strategy, 
and (g) “test-tube” strategy. The object of the 
first strategy is to know what has happened or 
is happening before anyone else knows. Clearly, 
this strategy depends on inside information and 
fast, accurate reporting if action is to capitalize 
on the advantage. The second forecasting strat- 
egy is based on the concept that the future is 
not identical with the present but it is an out 
growth of it so that a knowledge of the present 


will permit an assessment of future probabilities. 
The essence of the third forecasting strategy is 
that scientific analysis will uncover certain regu- 
larities in the apparently confusing changes of 
the real world. It is on the bases of these regu- 
larities that theories or principles will be ab- 
stracted. 

All scientific, economic forecasting depends 
on one or another or a combination of these 
three strategies. 


24.3 Rising Incomes Mean Bigger Markets. 
Robinson Newcomb, Nation's Business, 
November 1955, pp. $$-35,78. [A.c.] 

The startling growth of the American middle- 
income and middle-rich classes is increasing 
markets, changing buying habits, and raising 
our standard of living. A new study made for 
Nation's Business under the supervision of 
Hyman B. Kaitz, Bureau of Employment Secu- 
rity, U. 5. Department of Labor, from official 
government sources shows this growth in terms 
of 1955 dollars after taxes: 

The number of consumer units with incomes 
of $4,000 or more, after taxes in 1955 dollars, 
has increased by 85 per cent since 1941. 

The population has increased about 23 per 
cent, and the total number of consumer units 
about 25 per cent since 1941. 

The number of consumer units with incomes 
of $4,000 or more has, therefore, increased at a 
rate about three and one half times that of the 
population as a whole or of consumer units as 
a whole. 

The next ten years will bring a further in- 
crease in this income group of some 3% per cent. 
Meanwhile the units with less than $4,000 in- 
come after taxes are becoming fewer and fewer. 

There are sound reasons for the increase in 
the middle class and for expecting it to con- 
tinue. ‘To begin with, the record indicates that 
each year the workers of this country have been 
able to turn out about 2 per cent more per 
hour than they turned out the year before. 
Every 35 years, on the average, the output per 
hour has doubled. As output per man-hour 
increases, the goods and services available per 
worker increase too. Standards of living rise, 
reflected not only in the increased amount of 
goods consumed but in the fewer hours it is 
necessary to work each day to satisfy the basic 
needs and provide an increasing proportion of 
luxuries. 

The increase in incomes has already reached 
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the point at which the greatest growth is in the 
groups with incomes of more than $7,000. 


244 Selling Will Become Marketing. Peter F. 
Drucker, Nation's Business, November 
1955» PP- 79°84. [A..] 

To get the customer to buy is central to the 
success of any business and to the prosperity of 
our economy. But more and more thoughtful 
businessmen are beginning to wonder whether 
our concern with selling and with the salesman 
is not in large measure a result of our neglect of 
marketing; whether indeed we do not expect 
from the sales force and its selling effort results 
which only marketing can deliver. More and 
more businesses are, as a result, developing sys- 
tematic marketing efforts and organized market. 
ing organizations. 

Marketing is the organized effort of a business 
to make sure that its sales efforts go after the 
right customer and are directed at the right 
market; to make sure that it applies the right 
sales strategy and uses its sales efforts where the 
sales are. Finally, marketing is the organized 
effort to get the sales force the best equipment 
at the place and at the time at which it is needed. 

Here are the main things which companies 
that are doing a successful marketing job con- 
sider essential: 


(1) Research, market research, customer re- 
search, and sales forecasting. 

(2) Product planning and testing. 

(3) Pricing. Here we operate by hunch, by 
looking over our shoulders at the competitor, 
or by adding a fixed margin on what we think 
are our costs of production in the hope that the 
market will accept our figures. Many competent 
people, businessmen as well as economists, be- 
lieve that a great many products today are un- 
derpriced simply for lack of knowledge as to 
what the price should be. 

(4) Sales strategy and selection of distribution 
channels. 

(5) Advertising and sales promotion. 

(6) Customer service. 

(7) Selling, finally, while obviously of vital 
importance, is only one phase of the marketing 
effort. Five fairly simple things are possible in 
practically every business and profitable in most 
of them. 

(a) The first one is to make a price-cost-vol- 
ume-profit analysis of its sales effort. Even in 
the simplest business, experience has shown, it 
will bring up possibilities for improvement 


which—though they seem obvious after they 
have been noticed—would otherwise have not 
been noticed at all. 

(b) Not so simple but equally productive is 
an analysis of the sales strategy of the business. 
On what basis do we organize our sales efforts? 
Are we aiming, for instance, at getting the cream 
with the minimum cost? Or are we aiming at 
mass penetration of the market and at getting 
the maximum percentage of the potential busi- 
ness regardless of selling cost? 

(c) Another simple and productive approach 
to marketing, which even the smallest business 
can successfully apply, is to ask: What are the 
customers’ unsatisfied wants—wants which nei- 
ther our product nor that of any competitor 
really satisfies. The greatest chance to obtain 
profitable sales in volume lies in the satisfaction 
of such wants. 

(d) A related question is: What does our cus- 
tomer consider value to be and how do we give 
him the greatest value for his money? 

(e) The final simple but effective marketing 
task which even the small business can carry 
out is to think through the service expectations 
of its customers and the service promise of its 
product. Every business can ask: What kind of 
service do our customers expect? How good does 
it have to be to live up to their expectations? 
Do we actually give it or not? 


These five things, which even the small busi- 
ness can do fairly easily and effectively, are of 
course not what a large company today means 
when it talks of a systematic marketing effort. 
Together, they constitute a package which will 
at least show a business whether it does a rea- 
sonably good marketing job and will enable it 
to do a good deal to supply its sales force with 
the direction, the equipment, and the market- 
ing strategies needed to make sales efforts pay 
off. 


24.5 Big Economic Changes Predicted by 1975. 
Chemical Engineering, November 1955, 
pp. 294-96. [w.c.] 

Recently, significant predictions for the chem- 
ical process industries were made by four com- 
pany presidents for 1975. J. D. Zellerbach, 
Crown Zellerbach Corp., forecast that if the 
growth of recent years is maintained in the pa- 
per and paperboard industry, we may expect 
the industry to produce about 50 million tons 
of paper and board in 1975 as compared with 
nearly 27 million tons in 1954. 

E. J. Thomas, Goodyear Tire & Rubber Co., 
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predicted that by 1975 vehicle registration 
should reach 84 million passenger cars and 18 
million trucks and buses and that total tire pro- 
duction by the rubber industry in the United 
States should amount to 125, million passenger 
car tires and 22 million truck and bus tires. He 
estimated that domestic consumption of new 
rubber—both synthetic and natural, by 1975— 
would be 2.3 million long tons a year, compared 
_ to the present 1955 rate of 1.5 million long tons, 
an all-time high. 

T. S. Petersen, Standard Oil Co. of California, 
forecast that in 1975 energy requirements of 
the United States may exceed the equivalent of 
over 36 million barrels of crude oil per day, 
about twice 1955 needs. Domestic crude produc- 
tion may furnish one third or more. M. J. Rath- 
bone, Standard Oil Co. (N. J.), forecast that by 
1975 atomic energy will furnish only a minor 
share of energy requirements; coal use will level 
off at about 500 to 600 million tons a year; hy- 
droelectric power will have expanded only mod- 
erately; and natural gas will be important, but 
its growth in the next 20 years will be much 
slower than up to now. Most 1975 energy re- 
quirements will have to come from petroleum— 
the United States by 1975 will require over 13 
million barrels per day as compared to 8 mil- 
lion barrels per day at present 1955 use. 


24.6 Aromatics Future Demand Expected to 
Stay Well in Front of Production. Oil, 
Paint and Drug Reporter, October 24, 
1955» PP- $40.41. [W.c.] 

The chemical market potential for benzol and 
naphthalene often, when viewed pessimistically, 
is far greater than the estimated future produc- 
tion from coke ovens. Supplementary supplies 
will have to come from petroleum refining and 
coal hydrogenation, although competition from 
these sources will be somewhat restricted by 
certain technological and economic barriers. 

An analysis of the “Paley Commission” fore- 
casts for 1955 made in 1951 (based on 1950 as 
the last available data) shows that growth was 
only 70 to 85 per cent of that forecast or less. In 
millions of pounds consumed: 


However, growth in consumption has still 
been very substantial and is expected to so con- 
tinue. 


24.7 Demand in '56 to Break All Records. John 
C. Casper, The Oil & Gas Journal, No- 
vember 14, 1955, pp. 118-21. [w.c.] 


The domestic demand for all petroleum oils 
in 1956 is forecast at 9,020,000 barrels a day— 
4 per cent higher than 1955, which was 7 per 
cent higher than 1954. If so, 1956 will be a peak 
year historically. By product the per cent in- 
crease in domestic demand for 1956 over 1955 is: 


Gasoline 
Kerosene small 
Distillate fuel 74 


Residual fuel no change 


26. STATISTICAL DATA (including Sources, 
Types, Revision, and New Series) 


26.1 Statistics of Saving: Consumer Survey Sta- 
tistics: Statistics on Business Plant and 
Equipment Expenditure Expectations: 
An Appraisal of Data and Research on 
Businessmen’s Expectations About Out- 
look and Operating Variables: Statistics 
of Business Inventories. Also, Reports of 
Federal Reserve Consultant Committees 
on Economic Statistics, Hearings Before 
the Subcommittee on Economic Statistics 
of The Joint Committee on the Eco- 
nomic Report, Congress of the United 
States, Eighty-Fourth Congress, First Ses- 
sion . . . July 19 and 26, October 4 and 
5, 1955 (Thursday, 2:00-4:00 P.M.; and 
Friday, 8:30-10:30 A.M.). Federal Reserve 
Board (1st 5), Congress, and American 
Economic Association, 1955. 154, 116, 200, 
over 65 (draft), 722, unknown pp. (last 
not yet published). [k.a.c.} 


This set of five reports, reproduced in the 
Hearings volume and discussed in the Proceed- 
ings, provides one of the few comprehensive, 
authoritative evaluations of important sectors 
of widely used statistical data. 


Actual, 
1950 


—— ——- 


Actual 
Estimated, 1955 


Paley" Forecast 
for 1955 


Styrene 
Naphthalene 
Phthalic anhydride 


319 
600 
1000 900 
700 500 
400 350 


300 
525 


Phenol 312 
539 
216 
\ 
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Both industry and government often base vi- 
tal policy decisions and economic planning on 
the basis of data series such as these. Hence, these 
reports should be required reading for market- 
ing research men and economic analysts, par- 
ticularly since they contain some apparently 
seriously adverse evaluations, somewhat hidden 
in the text. 

Some of the people most familiar with serious 
deficiencies in many of the published data series, 
and series likely to become available, have al- 
ways questioned whether inherent weaknesses 
in the basic data might not seriously mislead 
forecasters and planners at crucial times. One 
acute observer states that well over 1,000 
“guesses” enter into the pyramided calculations 
underlying any single Gross National Product 
figure. 

Since the Joint Committee evaluates for Con 
gress the findings of the Council of Economic 
Advisors, as transmitted with the President's 
semiannual Messages, they were well advised in 
initiating this “exploration” of the validity 
and “adequacy of these statistics.” 

Since the Federal Reserve System itself col- 
lects and publishes part of the statistics to be 
evaluated, they were well advised in passing the 
Joint Committee's request along to five specially 
created task force committees. In total, go quali- 
fied nongovernment experts were appointed by 
the Federal Reserve System. 

‘The reports read as though they were written 
by experts in the use of data rather than by ex- 
perts in collecting and compiling data. Although 
some attention is given to these technologies, 
very serious problems are glossed over as though 
they are of no real consequence to the current 
basic validity and adequacy of published data. 
Only when faced with data from two sources 
which did not seem to adequately agree, did the 
committees seem willing to make exceptions to 
their apparent underlying but unstated assump- 
tion that collection and computing methods 
were essentially sound and valid. This assump- 
tion, rather than exploration of the adequacy 
and validity of so much of the existing body of 
published data—focusing so primarily on new 
subdivisions of data, new data series, and com- 
paratively less important readjustments in man- 
ner of presentation—greatly lessens the value of 
the reports. 

Most of the recommendations would seem to 
require substantial increases in expenditures. A 
large proportion would seem to require much 
additional expensive reporting by businessmen 


and others. Congress has already approved the 
first increase in ten years in the funds available 
for statistical data collection. Additional favor- 
able legislation is expected during 1956. It is 
to be hoped that an equitable and wise distribu- 
tion of new funds and other advantages will pre- 
vail between all worth-while classifications of 
statistics, rather than concentration on areas 
publicized in these reports. 

The findings follow a typical pattern of: (1) 
general bouquets for nearly everyone, for effort, 
for hope for the future, and for some progress 
over the years; (2) underscoring the extreme ur- 
gency of reliability (plus promptness and in 
some cases predictive value) in the figures, over 
enough areas, if economic forecasting and eco- 
nomic planning are to have dependable mean- 
ing; and () nearly 120 specific recommendations 
for improvements and additions. 

The least favorable comments in the reports 
were reserved for the Savings and Consumer 
Expectations (consumer interview) data col- 
lected over the past ten years for the Federal 
Reserve System by the Survey Center of the 
University of Michigan. 

National totals from this source differed too 
erratically from similar data arrived at by other 
methods. The Savings Committee concluded it 
“is dificult to justify their continuance along 
present lines” and advised severe curtailment 
and major revision of reporting plus subsidiza- 
tion of further extensive methodological ex- 
perimentation (after ten years of this! !), ap- 
parently “until it becomes evident beyond seri- 
ous dispute that they cannot satisfactorily pro- 
duce reliable quantitative data.” 

The Consumer Survey Committee apparently 
concluded that parts of the Survey Center data 
had no direct predictive value and that the rest 
had predictive value only if the user could tell 
which times it was going to be right and which 
times wrong. This is far from clearly stated. 

The reader could do worse than to conclude 
from the data and statements presented that 
these portions of the Survey Center data are 
better than mere hunch in reflecting recent 
public sentiment and that it is up to the user 
of the data to decide what proportionate effect 
this sentiment in each situation may have in 
forming future events. 

Compare this showing with the major recom- 
mendations of the Plant and Equipment report, 
which calls for a long series of éntirely new “pre- 
dictive” data series. 

The five reports are valuable and should be 
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read, even though they directly cover only a part 
of the total published, widely used basic statis- 
tics. It is only regrettable that the committees 
did not face up to their total problem. We are 
still left with no general refutation or confirma- 
tion of those who question the basic adequacy 
and validity of much of these data for economic 
forecasting and planning. 


26.2 Michigan Statistical Abstract. (First Edi- 
tion) Marvin Hoffman, Bureau of Busi- 
ness Research, College of Business & Pub- 
lic Service, Michigan State University, 
1955. 168pp. [R.£.M.] 

A new statistical abstract, containing many 
facts about Michigan and its subdivisions in one 
convenient volume, has been added to data on 
the Midwest already available. Data by counties 
are presented throughout this abstract. Statis- 
tical information concerning the larger cities in 
the State of Michigan is also presented. All data 
have been compiled in complete and consistent 
form. Its value as a source book for analyses of 
' the Michigan marketing area can best be seen 
in the subcategories contained within the ab- 
stract: (1) area and population; (2) Climate; (§) 
vital statistics and health; (4) employment, pay- 
rolls, and public welfare; (5) education; (6) ex- 
tractive industries; (7) manufacturing and trade; 
(8) construction and housing; (g) communica- 
tion, transportation, and public utilities; and 
(10) finance and banking. 


26.3 Economic Characteristics of Recently Mar- 
ried Persons: United States, April 1953. 
(Vital Statistics—Special Reports, vol. 39, 
no. 5.) Department of Health, Education, 
and Welfare, August 17, 1955, $3pp- 
[K-A.c.] 


Reports that about two thirds of the wives did 
not work for pay. There was almost no unem. 
ployment among the men. Median 1952 family 
incomes ranged from around $3,500 for the 
1952-53 marriages to. around $4,000 for the 1950 
marriages. 

The typical age for the men was 24; for the 
women, 21-22. I his spread dropped to one year 
for those under 20 years of age and rose to six 
years where the man was 30-34 years of age. Pre- 
viously married persons seemed to select pre. 
viously married as spouses, while those previously 
unmarried seemed to select previously unmar- 
ried as spouses. 


26.4 Consumer Income: Income of Persons in 
the United States 1954. (Series P-6o, No. 
19), Bureau of the Census, October 1955, 
24pp. [K.A.c.] 


Shows income before taxes related to age, 
residence, color, veteran status, relationship to 
family head, occupation, industry, and source. 
Also gives summary tables by size of income. 
Separate data by sex. 


26.5 World Motor Vehicle Registration, Janu- 
ary 1, 1955. Department of Commerce, 
August 1955, 5pp. [K.A.c.] 


Tabulation by continent and country of avail- 
able information as to passenger cars, trucks, 
buses, and motorcycles. 


26.6 Flow-of-Funds System of National Ac- 
counts—Annual Estimates, 1939-54. Fed- 
eral Reserve Bulletin, October 1955, p. 
1085, Gog. [K.A.c.] 


Besides giving tables, describes new account- 
ing record to picture flow of funds through 
major sectors of the national economy. 


26.7 Population Estimates: Revised Projections 
of the Population of the United States, 
by Age and Sex, 1960 to 1975. (Series 
P-25, No. 123.) Bureau of the Census, No- 
vember 20, 1955, 1opp. [K.A.G.] 


Gives four parallel projections in five-year in- 
tervals, based on varying assumptions as to fer- 
tility. This report revises last previous projec- 
tions, published in August 1953. 


26.8 Population Estimates: Continental United 
States, by Regions, Divisions and States 
. ++ July 1, 1950 to 1954. (Series P-25, 
No. 124), Bureau of the Census, October 
24, 1955, 10pp. [K.A.G.] 

Gives annual figures for total population, to- 
tal civilian population, net changes, rates of 
change, births, deaths, and migration. Most of 
this is given by years. 


29. THEORY OF MARKETING (including 
Competition) 

29.1 Interregional Input-Output Analysis. L.. N. 
Moses, The American Economie Review, 
December 1955, pp. 803-32. [s.c.1.] 

Many marketing theorists who have been con- 
cerned with applications of interregional trade 
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theory should find much of interest in this ar- 
ticle. Moses first develops the structure and 
theory of an interregional input-output system. 
He then turns to statistical implementation of 
the model and an empirical inquiry into its 
central assumption: the stability of the trade 
coeficients between industries and regions. 
‘Trade coefficients express the portion of each 
consuming segment's requirements received from 
each specified supplying segment. 

The system set up in Part I is then imple- 
mented through the construction of what is be- 
lieved to be the first full-scale, interregional, in- 
put-output matrix developed for the United 
States. The country is divided into three regions 
and eleven industry groups. 

The forecasting value of the matrix is tested 
by predicting 1947 interregional shipments in 
frve of the eleven groups by applying known 
1949 trade coefficients to known 1947 require- 
ments in each region. In this way, predicted 
values for the 1947 balances of trade and total 
shipments of each commodity group by each 
region were obtained. 

The results, although somewhat inconclusive, 
are promising. The largest error for total ship- 
ments is 2 per cent. For individual regional 
shipments, the largest error is 7 per cent, and 
the average error is less than g per cent. The 
average error in net balances of trade is just 
under 10 per cent. The errors for particular 
commodity groups are higher. 

Moses concludes that the selection of regions 
was inadequate, since the large errors tended 
to be concentrated in Region II. He also feels 
that the empirical study shows some year-to-year 
variation in trade coefficients, although not 
enough to destroy the usefulness of the system 
for short-run analysis. 


29.2 Homeostasis, Society and Evolution: A Cri- 
tique. Jules Henry, The Scientific 
Monthly, December 1955, pp. 300-09. 
[s.c.H.] 


Recent theoretical work in several of the be- 
havioral sciences has drawn upon the physiolog- 
ical principle of homeostasis: the automatic 
movement of organisms toward equilibrium in 
response to disturbing conditions. In marketing 
theory, homeostasis has been used as an analogy 
for both individual firm and over-all economic 
behavior. In the first case, to mix the analogy, 
marketing research, policy formulation and ad- 
ministration, etc., are seen as servo-mechanisms 
helping a firm to maintain its position in the 


face of market changes. In its more general use, 
homeostasis becomes a general equilibrium ex- 
planation of the economic world. 

Henry criticizes such uses of the homeostatic 
concept on several grounds. Claude Bernard 
(Experimental Medicine) and W. Cannon (The 
Wisdom of the Body) developed the concept 
around some 15 items, all appropriate to its 
physiological meaning. Social scientists, how- 
ever, tend to use the concept without being 
aware of all of its implications: These include 
(1) a fluid matrix such as the blood stream, (2) 
a margin of safety, (3) functions of storage and 
elimination, (4) the specificity of complementary 
interaction, (5) defenses, (6) the even course that 
involves the crucial concept of the baseline, (7) 
constancy as the necessary condition for freedom 
and independence, (8) the relation between ex- 
ternal and internal change, (g) automaticity, 
(10) resistance to change, (11) the presence of 
spiraling effects, (12) management of waste, (13) 
preparation for struggle, (14) natural instability 
of the body, and (15) the relative isolation of the 
internal from the external milieu. 

But Henry doubts that society has specific 
self-regulating mechanisms, operating automat- 
ically from a definable baseline, thereby tending 
always to hold to a point of maximum efficiency. 
Human society, in contrast to biological units, 
presents no identity between steady states, nor- 
mal states, and maximum efficiency states. Hu- 
man society has no definable baseline, such as 
the normal temperature or pulse rate. More- 
over, society's adaptive devices definitely are not 
automatic. and specific, as evidenced by the vary- 
ing adaptations exhibited by different cultures. 

Apparently the attempted social use of the 
homeostatic concept is a response to an emo- 
tional dilemma: “a hunger for order and a pas- 
sionate wish that there be some way of hinging 
society to an imaginary stability it has never 
had. . . . Furthermore, . . . one cannot de- 
velop a cogent theory of human evolution on 
the hypothesis of social stability, but one can 
do it easily on a hypothesis of social instability.” 
The last comment is especially pertinent to the 
marketing problem if one regards “making con- 
sumption dynamic” to be an important function 
of our discipline. 


29.3 Institutions and Economic Development. 
Charles Wolf, Jr., The American Eco- 
nomic Review, December 1955, pp. 867- 
83. [s.c.H.] 


Marketing theorists are frequently distin- 
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guished from their neoclassical colleagues in 
economics by virtue of a considerably greater 
emphasis on institutional factors in explaining 
price and trading relationships. Wolf points out 
ways in which such institutional factors also 
enter into problems of economic development, 
even though modern economic theory has largely 
been concerned with capital formation and the 
impact of technological change. 

The term “institution” is used here to refer 
to both organizations and policies, both public 
and private. Such institutions influence both 
the magnitude and kinds of costs and benefits 
experienced by developing industries, the re- 
lationships between production and distribution 
(in the sense of payments), the degree and kinds 
of risk present in the economy, the knowledge 
of economic opportunities, and the motivations 
and value prevalent in the society. Typical in- 
stitutions cited are land-tenure arrangements 
and the joint-family arrangements of many 
Asian areas under which the innovator receives 
few benefits from his improvements; the guild 
system which reduced risk in medieval England; 


and the journeymen’s unions fostered under the 
MEIJI Restoration in Nineteenth-Century Ja- 
pan through which economic information spread 
throughout the country. 


32. WHOLESALING 


32.1 Contest the Same Business? Chemical 
Week, September 10, 1955, pp. 76,78. 
[w.c.] 


Hard pressed by strong competition, chemical 
companies are pushing into the less-than-carload 
markets, once the domain of the local distrib- 
utor. 

As a result, distributor income is going down 
and his relation with the buyer is suffering. The 
manufacturer's sales costs are increasing because 
of duplication of effort. 

There is no uniform approach to this prob- 
lem. Some companies take a “let the best man 
win” approach. Others let the dealer have all 
less-than-carload sales. Some give dealers ex- 
clusive territories, but this practice is not wide- 


spread. 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 


Editorial Staff: KennetH J. Curran, Colorado College 
Raven L. Westray, Northwestern University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest; (2) new cases which consti- 
tute more or less routine reaffirmation of -well-estab- 
lished rulings; and (3) decisions handed down by in- 
ferior courts which are likely to be reviewed by 
higher courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactic 


. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 
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IV. REGULATION OF CHANNELS OF DIS 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


B. Collusive Practices 


1. New rule respecting the activities of in- 
dustry trade practice committees. [K.J.c.] 


On September 15, 1955, the Federal Trade 
Commission announced a new rule respecting 
the operation of industry committees formed as 
a result of trade practice conferences under the 
Commission's trade practice rules. The obvious 
intent of the action of the Commission is to 
make such committees nothing more than ad- 
visory agencies to the Commission and a means 
of securing liaison between the Commission and 
industry, thereby reducing the possibility that 
they might become sources of collusion among 
members of the industry. 

The previous rule, replaced by that of Sep- 
tember 15, was general in nature and merely 
provided that industry committees should per- 
form acts “legal and proper in the furtherance 
of fair competitive practices and in promoting 
the effectiveness of the (trade practice) rules.” 
The new rule is more detailed and explicit. In- 
dustry committees may be created at the option 
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of the industry concerned which must inform the 
Commission of the identity of the members and 
demonstrate that membership is representative 
of the industry. Such a committee is to keep the 
industry aware of the trade practice rules which 
have been duly adopted and of the Federal 
Trade Commission's interpretation of the rules. 
It is to meet periodically with Commission per- 
sonnel to advise the latter with respect to the 
administration and needed revision of the rules. 
In such meetings, which are to be called by the 
Commission and limited to an agenda prepared 
by the Commission, the committees are to be 
solely advisory and any decision with respect to 
action is to be reached by the Commission. In- 
dustry committees are not to act as enforcement 
agencies, interpreting trade practice rules and 
attempting to detect violations. 


2. United States v. Morton Salt Company 
et al., CCH € 68,189 (D.C. Utah, September, 
1955)- [K.J-C-] 

The decision in this criminal prosecution of 
a number of salt producers for the alleged viola- 
tion of Section 1 of the Sherman Act hinged on 
the matter of whether a demonstrated uniform- 
ity in prices was the result of agreement—as the 
government maintained—or was the natural con- 
sequence of the unfettered operation of com- 
petition—as the salt companies claimed. 

Acknowledging that evidence largely circum- 
stantial must, where possible, be given any 
reasonable interpretation consistent with the 
innocence of the defendants, Judge Chrisenson 
nevertheless found all of the defendants guilty 
and fined them a total of $18,000. The facts 
which apparently were of major importance in 
convincing him that the price uniformity could 
only be explained by agreement were frequent 
conferences among the defendants at which 
prices were discussed, the mutual exchange of 
price information, and regular check-ups on de- 
partures from price schedules. The fact that be- 
fore the alleged conspiracy such uniformity as 
was apparent among prices was less striking also 
influenced the Judge in his decision. It was im- 
material, he thought, that there was no basic 
increase in price after the alleged conspiracy, 
particularly in view of the fact that before the 
conspiracy Morton Salt Company had the field 
pretty much to itself and so might be expected 
to be more interested in maintaining its price 
Jevel than in raising it 


3. The Webster Motor Car Company et al. 
v. Packard Motor Car Company et al., 135 F. 
Supp. 4 (D.C. Dist. of Col., October, 1955). 
[K.J.c.] 


A problem of considerable current interest is 
the plight of automobile dealers whose interests 
seem at times to be sacrificed to those of the 
automobile manufacturers now engaged in a 
fierce competitive struggle. In the light of this 
problem, the decision of a District of Columbia 
jury in a treble-damage suit brought by a former 
Packard dealer is of interest, although it is 
doubtful that it has much legal significance. 

The apparent facts of the case are as follows. 

The Packard Motor Car Company had three 
dealers in Baltimore who operated under one- 
year franchises which were customarily renewed 
as long as the dealer concerned performed satis- 
factorily. In 1952, however, one of the dealers 
informed Packard that he was operating at a 
loss and would not continue to sell Packard cars 
unless the two rival dealers were eliminated. 
Packard decided to take this action and the 
franchises of the other dealers were canceled. 
One of those dealers, the Webster Motor Car 
Company, tried unsuccessfully to sell another 
make of car, discontinued its business, and 
brought suit for damages which were awarded 
by the jury. 

On a motion to overrule the verdict of the 
jury, Judge Holtzoff found that the jury's de- 
cision was a reasonable interpretation of the 
evidence. He pointed out that a business firm 
has an acknowledged right to choose its cus- 
tomers. Consequently, if Packard of its own ini- 
tiative “for whatever reasons it deemed best” 
had decided that there should only be one Pack- 
ard dealer in Baltimore, there probably would 
have been no violation of the antitrust laws. 
But the right to select one’s customers is a right 
to be exercised free from compulsion and agree. 
ment with others. It may not be exercised legally 
as the result of an agreement between business 
firms to exclude others from the channels of 
trade. The jury had found that Packard had 
entered just such an unreasonable and illegal 
agreement in violation of the Sherman Act when 
it canceled the franchises of two of its dealers 
at the behest of the third. 


4. Sanib Corporation v. United Fruit Com. 
pany, 145 F. Supp. 764 (D.C.S.N.Y., November, 
1955). [K-J-C.] 

A conspiracy obviously intended to restrain 
the commerce of the United States is illegal 
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under our antitrust laws even though the acts 
effectuating the conspiracy are performed largely 
in a foreign country. 

Such apparently is the substance of a decision 
on a motion to dismiss a treble-damage suit on 
the ground that the alleged conspiracy was be- 
yond the reach of our antitrust laws because it 
occurred in Honduras. The defendant—United 
Fruit—is an American corporation with a New 
York office. It is being sued for damages result- 
ing from an alleged conspiracy with a subsidiary 
to cut off another American corporation from its 
source of supply of “reject bananas” used to 
make dehydrated banana powder. American im- 
ports are involved, but the locale of the action 
is primarily foreign soil, for the bananas are 
grown in Honduras, the injured corporation's 
dehydration plant is located in Honduras, and 
United's conspiring subsidiary ‘operates a rail- 
road in Honduras. Nevertheless, Judge Mc- 
Gohey denied the motion to dismiss the suit. 


REGULATION OF PRICE COMPETI. 
TION 


A. Price Discrimination 


1. Enterprise Industries, Inc. v. Texas Co., 
CCH 4 68,163 (D.C. Conn., October, 1955). 
[W.F.B.] 


In an economy such as ours, the patterns of 
competition—both price and otherwise—may be- 
come complex. This rather obvious fact makes 
legislative attempts to regulate details of price 
competition particularly a very difficult and 
often very unsatisfactory endeavor. The Robin- 
son-Patman Act admirably exemplifies this difh- 
culty and the Enterprise case here reported pro- 
vides an interesting factual situation to which 
the Act is applied. 

The plaintiff operates a Texaco service sta- 
tion in the greater Hartford area. It has an un- 
usually favorable location because it is the first 
station of any sort available to motorists after a 
long stretch of parkway. During the period un- 
der consideration, a gasoline price war occurred 
in the greater Hartford area. As is often true in 
such situations, the suppliers of gasoline—in- 
cluding the producers of the major national and 
regional brands—recognized the pressure which 
the price cutting placed upon their immediate 
customers, the service station operators, and sup- 
ported them by making temporary downward 
adjustments in supply prices. Texas accom- 
plished this by offering to dealers a rebate on 


each gallon purchased, on the condition that the 
price to consumers be lowered accordingly. En- 
terprise apparently felt that its location gave it 
a sufficient competitive advantage to enable it 
to profit more in the long run by avoiding price 
competition. Hence, it continued to sell at the 
regular price and ignored the price war. It did 
not apply for a rebate. 

Now, however, Enterprise has sued the Texas 
Company for treble damages under the Robin- 
son-Patman Act, charging that the rebates Texas 
gave to other Texaco dealers in the area con- 
stituted unjustified price discrimination in viola- 
tion of the Robinson-Patman Act. Texas de- 
fended its actions on the grounds that the price 
cuts were given to meet equally low prices of 
competitors. Although apparently somewhat 
sympathetic to the defendant's predicament, the 
Court does not accept the defense. It points out 
that the price-cutting competition existed at the 
dealer level, between customers of Texas and 
customers of other suppliers. The law does not 
provide for cutting prices discriminatorily to 
meet this competition, and Texas has not shown 
that it was forced to cut prices to certain of its 
dealers in order to meet any immediate competi- 
tive threat at its own level, that is, offers of com- 
peting suppliers to sell to these Texaco dealers 
at lower prices. 

The Court also considered the problem of as- 
sessing damages and concluded that there was 
no way in which to accurately determine the re- 
duction in profits to Enterprise arising from the 
discrimination. It therefore concluded that the 
most objective method available must simply be 
based upon the number of gallons sold to Enter- 
prise during this period multiplied by the rebate 
per gallon that Texas provided its other dealers 
(trebled, of course). 

The decision is based upon a somewhat nar- 
row view of competition, but the Court very 
evidently believes that the wording of the “meet- 
ing competition” section of the Robinson-Pat- 
man Act requires such a strict interpretation. In 
a very real sense, however, Texas was simply 
meeting competition. Although it is unlikely 
that competing suppliers did offer Texaco deal- 
ers lower prices at the time, it is unquestionably 
true that had Texas failed to give its dealers the 
kind of support that competing suppliers gave 
their dealers, it would have lost most if not all 
of them before long. One wonders whether bas- 
ically the decision does anything to protect com- 
petition in the long run. 
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2. Balian Ice Cream Company v. Arden 
Farms Company, CCH 4 68,186 (CCA 9, Octo- 
ber, 1955). [w-F-B.] 


At first glance, the facts in this action seem to 
exemplify the kind of activity which originally 
called forth the antiprice discriminatory legisla- 
tion of the Clayton Act. As the Court points out, 
the growth of the great trusts had often been 
characterized by the use of what has been termed 
piratical or predatory price cutting. A large 
firm selling in many markets might crush small 
local competitors simply by cutting prices to a 
disastrously low level in a single local market at 
a time. The weaker competing firms in this mar- 
ket, not buttressed by income from sales in other 
areas, sooner or later succumbed. ‘Thereupon 
the predatory price cutter was able to recoup it- 
self for its temporary losses and occupied a still 
stronger position from which to launch attacks 
on other local markets. 

In this case, however, the Court emphasizes 
that the parallelism is only superficial. Arden 
had lowered its price in 1949 in the Los Angeles 
market while maintaining its regular prices in 
other areas in the West. But this price cut in 
the Los Angeles area was made in answer to the 
general competitive pressures in that market. 
Ice cream sales had declined somewhat following 
the wartime peak, and many of the local com 
petitors of Arden were engaged in various types 
of secretive price reductions, rebates, and spe- 
cial discounts which were injuring Arden’s sales 
volume. On this basis, then, the Court found 
no fault with Arden for announcing a general 
cut in its prices in this area. Furthermore, Arden 
continued to make a profit on its operations in 
the Los Angeles market. And finally, noted the 
Court, it appeared that in the West the ice 
cream industry could be described as consisting 
of a large number of separate, homogeneous 
markets. There was, then, no necessary reason 
why Arden’s prices should be uniform through: 
out all the producing areas. For these reasons, 
the Court affirms the decision of the lower court 
in refusing to rule that Arden had violated the 
antitrust laws. 


3. Students Book Company v. Washington 
Law Book Company, CCH 4 68,201 (CCA D.C., 
December, 1955). [w.F-B.] 


Judicial decisions are often of interest not 
only because they raise basic questions with re- 
spect to the principle involved in a law but at 
times also because they illustrate the develop- 


ment of devices or techniques designed to meet 
(sometimes avoid) the requirements established 
by the legislation. The present action is a case 
in point. The Washington Law Book Company 
is a wholly owned subsidiary and distributor for 
the books of the West Publishing Company of 
St. Paul, Minnesota, a large publisher of law 
books. Before 1947, it had sold its books to the 
Students Book Company at a discount of 20 per 
cent off list and had allowed plaintiff to return 
all unsold books for full credit. In the fall of 
that year, however, it notified this customer that 
the discount would be cut to 6 per cent and that 
returns no longer would be permitted. Mean- 
while, it continued to distribute books to stu- 
dent stores operated by the various universities 
in the Washington, D. C., area, allowing them 
the terms it had originally made available to the 
plaintiff. 

In view of the facts, appellant's charge that it 
had been unjustifiably discriminated against in 
violation of the Robinson-Patman Act is under- 
standable. But the distributor answered that it 
was not actually selling its books to the univer- 
sity stores but rather had only consigned books 
to them, that title did not pass, and that they 
were, therefore, simply agents. Although there 
was some dispute about whether the arrange- 
ment was truly one of consignment, the Court 
ruled that the appellant was the only remaining 
merchant buying and selling the books in the 
area. It followed, then, that there could be no 
price discrimination within the meaning of the 
Robinson-Patman Act. 


4. Sachs v. Brown-Forman Distillers Corp., 
134 F. Supp. 9 (D.C.S.N.Y., September, 1955). 
[w.F.B.] 


The chief interest in this action arises from 
the novel argument employed by Sachs to cdaim 
that a price discrimination had occurred. Actu- 
ally, both parties agreed that in the sales in 
question Brown-Forman had charged Sachs, op- 
erating as Atlantic Liquor Wholesalers, the same 
prices for its bottled whiskies as it charged other 
liquor wholesalers. However, Sachs reported 
that in 1946, when liquor was in short supply, 
he had arranged to take over the assets of an- 
other liquor wholesaler whose federal license 
had been annulled. Among these assets was a 
large supply of aged bulk whiskey, of which 
Sachs had agreed to sell 1,200 barrels to Brown- 
Forman. The price ($100,259) was at the O.P.A, 
ceiling figure in effect when negotiations began 
but, claimed Sachs, about $481,000 under the 
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open market price existing for a short time 
thereafter. When he was paid for this whiskey, 
Sachs apparently did not raise any question 
about the price. Perhaps he did not object be- 
cause he received, in addition to the money, a 
contract from Brown-Forman to sell to him some 
120,000 cases of bottled, branded whiskey over 
a two-year period at the regular wholesale price. 
Sachs contended in court that in effect he had 
paid a higher price for the bottled whiskey be- 
cause he had accepted a lower-than-market price 
for his bulk whiskey. In rejecting this reasoning, 
the Court pointed out that bottled whiskey was 
also in short supply at this time. Hence, what- 
ever favor he had done Brown-Forman had been 
returned in equivalent terms, and there cer. 
tainly had been no illegal price discrimination 
on defendant's part. 


5. Jefferson Ice and Fuel Co. v. Grocers Ice 
and Cold Storage Co., CCH 4 68,154 (Ky. Ct. of 
Appeals, September, 1955). [w.F.B.] 


Although the state Unfair Practices Acts often 
include clauses dealing with price discrimina- 
tion, usually their chief emphasis has been di- 
rected against pricing below cost by sellers. In 
this action, however, it is the price discrimina- 
tion feature of the Kentucky law that is being 
tested. The Jefferson Company had sued suc- 
cessfully in the lower court to enjoin the de- 
fendant from giving discriminatory prices to 
entice customers away from Jefferson. In re- 
sponse, Grocers contended that the rebates 
which it had given to a number of former Jef- 
ferson customers were simply quantity discounts. 
The Court noted, however, that these rebates 
were secret, varied as between customers from 
nothing to as. much as 20 cents per 300-pound 
cake of ice, and were in some instances given be- 
fore customers could have established purchase 
records adequate to justify such discounts. Gro- 
cers also attacked the constitutionality of the 
law but with no more success. The Court briefly 
ruled that the law was valid, that the injunction 
would stand, and that the plaintiff was entitled 
to treble damages. 


6. Also noted: 


a. In National Lead Co. v. Federal Trade 
Commission, 227 F.2d 825 (CCA 7, December, 
1955), the Circuit Court affirms an order of the 
Commission ordering the major lead oxide pro- 
ducers to cease conspiring to fix the price of 


lead pigments and to employ a system of zone 
and quantity differentials which unjustifiably 
discriminated in favor of customers in certain 
regions. 


B. Resale Price Maintenance 


1. Argus Cameras, Inc. v. Hall of Distribu- 
tors, Inc., et al., 72 N.W.2d 152 (Mich. Sup. Ct., 
October, 1955). [w-F.B.] 


In those jurisdictions in which “fair trade” 
contracts are enforceable but in which the non- 
signer clause has been declared to be illegal 
(Michigan is an outstanding example), those 
firms which attempt to maintain resale prices 
must obtain signed contracts from all of their 
distributors and dealers and also prevent their 
product from falling into the hands of nonsign- 
ing retailers. The latter apparently have been 
able to persuade some of the accepted outlets to 
sell to them in spite of contractual agreements 
not to sell to noncontracting resellers. Argus had 
obtained an order from a lower Michigan court 
commanding Hall and the other price cutters 
here involved to cease inducing such breach of 
contract and enjoining them from cutting prices 
on the goods obtained by such tortious means. 
The Supreme Court of Michigan here reverses 
the lower court's decision on the grounds that 
inducing breach of contract is not illegal be. 
cause the contracts involved are against public 
policy. In a very strong dissenting opinion, the 
minority members of the Court argue that inas- 
much as the “fair trade” contracts have been 
provided for by state law and had been upheld 
by the Court, public policy is not opposed to 
such arrangements and therefore inducing 
breach of such contracts should be prohibited. 


2. Bulova Watch Co., Inc. v. Sattler’s, Inc., 
143 N.Y.S.2d 742 (Sup. Ct. of Erie County, N_Y., 
August, 1955). [w-F.B.] 


One more in the continuing stream of new 
techniques devised to avoid conformance to 
“fair trade” prices is declared invalid in this ac- 
tion. Sattler’s, a department store in Buffalo, had 
arranged with the Langsam Jewelers of Minne- 
apolis to transfer the latter's close-out sale of 
Bulova watches to Buffalo (Langsam was in 
bankruptcy). Actually, the arrangement was 
somewhat like the typical agreement by which 
outside firms operate leased departments in de- 
partment stores, but in this instance it was obvi- 
ously intended to be of short duration. Sattler’s 
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advertised cut prices on Bulova watches in Buf- 
falo newspapers (indicating that a lessee was 
closing out his stock). In granting Bulova's re- 
quest for an injunction to stop the price cutting, 
the Court noted that Sattler’s use of an other- 
wise legal lease arrangement could not be per- 
mitted to allow the store management to evade 
the statute. By employing this stratagem, the 
store intended to gain all the advantages of a 
legitimate close-out sale while continuing to 
stock the line of goods. 


3. Remington Arms, Inc. v. Harris Berger, 
Inc., CCH 4 68,214 (N.Y. Sup. Ct. for Oneida 
County, August, 1955). [W.F-B.] 


Another device designed to evade “fair trade” 
pricing, not unlike that employed in the preced- 
ing case, fails of success in this action. Berger 
had purchased Remington shotgun ammunition 
at the close-out sale of another retailer. The de- 
fendant had not sold ammunition for over five 
years and did not again intend to sell such mer- 
chandise. He justified his advertising and selling 
the merchandise at 25, per cent below established 
minimum prices on the basis that it was a close- 
out sale. The Court refused to accept this de- 
fense, issuing an injunction on the ground that 


Berger obviously had purchased the merchan- 
dise in the first place with this action in mind 
and therefore was not closing out the merchan- 
dise in the true meaning of the phrase. 


4. Parker Pen Co. v. Korvette Co., CCH 
§ 68,221 (D.C.S.N.Y., November, 1955). 


Parker Pen Co. v. Federated Department 
Stores, CCH 4 68,222 (D.C.S.N.Y., December, 
1955). [W.F.B.] 


In the first of these actions, Parker sought un- 
successfully to enjoin Korvette’s price cutting on 
its pens. The Court refused to issue such an 
order on the ground that Parker had been so 
dilatory in enforcing its actions against Kor- 
vette that imminence of irreparable damage to 
Parker as a result of Korvette’s actions was 
clearly not present. Hence, an injunction was 
not called for. With this background, Parker 
had even less'chance to succeed in a second ac- 
tion against other firms which suffered from 
Korvette’s price-cutting competition. The Court 
again denied an injunction, noting that it would 
be clearly unjust to prevent the Federated store 
(Abraham and Strauss) from cutting prices de- 
fensively to meet the competition of Korvette. 


5. Sunbeam Corp. v. David E. Horn, et al., 
CCH 68,218 (D.C.S. Ohio, December, 1955). 
[W.F.B.} 


The defendants’ answer to Sunbeam's request 
for an injunction to prevent them from cutting 
prices indicates the predicament in which they 
have been placed by peculiarities in “fair trade” 
reguiation. The retailers are located only a few 
blocks from the Post Exchange of the Wright- 
Patterson Air Force Base. The Exchange is gov- 
ernment operated and is not subject to Ohio's 
“fair trade” statute. It has been selling Sunbeam 
products at cut prices. (Although Sunbeam has 
been a most ardent advocate of resale price 
maintenance, it apparently had not refused to 
sell to post exchanges that cut prices.) The re- 
tailers argued that the situation constituted an 
abandonment of resale price maintenance by 
Sunbeam and that ruling decisions require that 
they be permitted to meet competitor's prices. 
The Court simply noted that Sunbeam was un- 
able to enforce its minimums against the Ex- 
change through no fault of its own since it had 
no available legal means of requiring the Post 
Exchange to observe its minimums. Lack of 
means.to enforce its policy did not constitute 
abandonment of it. Therefore, an injunction 
was granted. 


6. Also noted: 


a. Seagram-Distillers Corp. v. New Cut Rate 
Liquors, Inc., et al., CCH 4 68,213 (D.C.N.IIL, 
December, 1955), finds the District Court grant- 
ing an injunction to prevent price cutting by 
defendants in spite of charges of the latter that 
the Illinois law is unconstitutional, that it must 
be re-enacted after passage of the McGuire Act, 
and that the price structure had broken down. 

b. Home Utilities Co. v. General Electric Co., 
227 F.2d 384 (CCA 4, December, 1955), af- 
firms the lower court's decision granting an in- 
junction to General Electric over objections that 
G. E. did not enforce resale prices at the whole- 
sale level, a fact which was excused by the Court 
because the Anti-Trust Division looked with 
disfavor on price setting by firms whose distrib- 
uting subsidiaries might avoid price competition 
by such means. 

c. Dr. G. H. Tichenor Antiseptic Co. wv. 
Schwegmann Brothers Giant Super Markets, 
83 So.ed 502 (Ct. App., Parish of Orleans, La., 
December, 1955), upholds the Louisiana Fair 
Trade Act in the face of sweeping attacks on its 
constitutionality by Schwegmann. 
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d. In General Electric Co. v. Fain et al., 118 
A.ad 942 (Sup. Ct. R.L, November, 1955), the 
Supreme Court of Rhode Island upholds a lower 
court's refusal to enjoin defendants’ price cut- 
ting of G. E. products on the ground that they 
had not been adequately notified that a con- 
tract specifying the maintenance of minimum 
prices had been signed by a Rhode Island re- 
tailer. 


C. Price Control (Minimum and Maximum) 


1. Standard Store v. Safeway Stores, Inc., 
CCH € 68,153 (Dist. Ct., City and County of 
Denver, Colo., October, 1955). [wW.F-B.] 


In view of the continuing legal and practical 
difficulties which have been encountered in the 
enforcement of minimum resale prices, the Un- 
fair Practices Acts are assuming increasing sig- 
nificance as means by which extensive price cut- 
ting below cost may be prevented. However, 
these laws have not been as widely adopted as 
have the so-called “fair trade” statutes nor have 
they been subjected to as extensive legal review. 
In this action a Colorado lower court ruled that 
the state’s statute is unconstitutional because the 
section of the law defining “cost of doing busi- 
ness” and “overhead expense” is vague, indefi- 
nite, uncertain, and impossible to comply with 
and therefore violates the Fourteenth Amend- 
ment of the Constitution, 

The evidence in the case was extensive, show- 
ing that grocery pricing was very competitive in 
Denver, that a number of local chains offered 
trading stamps, and that they and Safeway fea- 
tured weekly below-cost specials and low shelf 
prices on so-called “traffic” items. Standard, an 
independent, accused Safeway and King Soopers 
of violating the Colorado Unfair Practices Act 
and sought to enjoin such price cutting. Safe- 
way's defense not only attacked the constitu- 
tionality of the law on a number of grounds but 
also emphasized that Safeway did not intend any 
specific injury to competitors but simply was 
meeting the extreme competition in the Denver 
market. In ruling against the constitutionality 
of the law, the Court noted that testimony from 
both sides indicated that standard cost markups 
were not used by members of the grocery in- 
dustry and that in any case such a markup 
would not be representative of the cost of selling 
particular items. Furthermore, the evidence in- 
dicated that it would be impracticable to at- 
tempt to determine accurately the cost of selling 
individual items or even classes of items because 
of changes in rates of sale, changes in expenses, 


and the interaction of costs and volume. The 
Court also reviewed other decisions treating this 
point and noted that they specifically emphasize 
that no adequate evidence had been presented 
respecting the facts on such an issue and that in 
the absence of such evidence, there must be an 
assumption that the legislature was correct in 
specifying such information. Although the opin- 
ion finds that there is no sound basis for defin- 
ing costs of doing business as prescribed in the 
law, there is a strong implication that had in- 
voice cost been the only cost to be determined, 


objections as to constitutionality would be over- 
come. 


2. Also noted: 


a. In Oklahoma Retail Grocers Association v. 
Safeway Stores, Inc., CCH 4 68,195 (Dist. Ct. of 
Oklahoma County, October, 1955), a lower court, 
in somewhat picturesque language, comes to an 
entirely different conclusion with respect to the 
Oklahoma Unfair Sales Act from that obtained 
by the Colorado Court in the decision reported 
above; legal issues were treated in rather general 
fashion and Safeway announced that it would 
appeal to the state's highest court. 


REGULATION OF UNFAIR COMPETI. 
TION 


C. Trade-Marks and Trade Names 


1. Vanity Fair Mills, Inc. v. The T. Eaton 
Co., Ltd., 133 F.Supp. 522 (D.C.S.N.Y., June 
29, 1955). [R-L.w.] 


Vanity Fair Mills has been the registered 
owner in the United States of the trade-mark 
“Vanity Fair” when applied to women's under- 
wear since April 3, 1917. Since that date, it has 
advertised the trade-mark extensively in Ameri- 
can periodicals, some of which circulate in 
Canada. 

The T. Eaton Company is a Canadian cor- 
poration which has been the registered owner in 
Canada of the trade-mark “Vanity Fair” when 
applied to women's underwear since November 
10, 1915. 

These two corporations used the same trade- 
mark, one in the United States and one in Can- 
ada, for many years. Vanity Fair Mills then, 
however, sold some “Vanity Fair” lingerie to 
the Robert Simpson Company of Canada, a 
competitor of Eaton. The Simpson Company 
resold the merchandise. 

When Eaton discovered this action, it pro- 
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tested to Simpson that such sales infringed 
Eaton’s Canadian trade-mark and Simpson dis- 
continued the line. Vanity Fair Mills then 
claimed ownership of the trade-mark in Canada 
and demanded that Eaton cease using it. This, 
Eaton refused to do. Vanity Fair Mills pro- 
ceeded to bring the action here discussed in the 
District Court of Southern New York. 

The issue turned largely on the question of 
the jurisdiction of the Court. Eaton maintains 
a large buying office in New York City, and 
Vanity Fair Mills claimed the Court, therefore, 


had jurisdiction and could order Eaton to cease 
using the trade-mark in Canada. This, the Court 
refused to do, saying that any question of Eaton's 
right to the trade-mark in Canada would have 
to be settled in Canadian courts. Any attempt 
by a United States court to settle such a ques- 
tion would be unwarranted interference in Ca- 
nadian affairs. 

Thus, Vanity Fair Mills’ complaint was dis- 
missed, but the company was given permission 
to submit a new complaint relative to any viola- 
tions of American trade-marks. 


« 
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CREDITS AND COLLECTIONS IN THE- 
ORY AND PRACTICE, by Theodore N. 
Beckman and Robert Bartels. (New York: 
McGraw-Hill Book Company, Inc., Sixth 
Edition, 1955. Pp. 613. $6.50.) 

The recent sixth edition by Professors Beck- 
man and Bartels brings up to date their book 
which has regularly qualified as one of the sev- 
eral excellent texts in the field of credit. The 
revision has approximately two hundred fewer 
pages than the earlier edition, although the 
coverage remains comprehensive. 

The presentation is in five parts: the nature 
and role of credit, management of the credit 
function, investigation and analysis of credit 
risks, management of the collection function, 
and credit and collection control. This func- 
tional organization differs from the earlier edi- 
tion where a more clear-cut division was made be- 
wween mercantile credit and consumer credit. 
‘the instructor who desires to handle consumer 
credit and mercantile credit in separate segments 
of his course, however, will not find it difficult 
because of the chapter organization. The meld- 
ing of the credit universe has, as a teaching 
technique, certain major advantages in covering 
collections and discussing the legal aspects of 
credit. In defining credits and collections, Profes- 
sors Beckman and Bartels include credit ex- 
tended both to business firms and individuals by 
banks and other financial institutions. Similarly, 
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there is treatment of credit extended in foreign 
trade. In general the revision has been well writ- 
ten; the material is well organized, factual, and 
has wide coverage; the approach is noncontrover- 
sial; and the book is a handbook as well as a 
text. 

Main emphasis is placed upon mercantile 
credit. In addition to covering sources of credit 
information and analysis of credit reports, con- 
siderable importance is given to elementary 
analysis of financial statements. This treatment 
is excellent and will facilitate the student in 
actually analyzing and understanding how to 
analyze a credit risk. The legal section is com- 
prehensive and thorough. Where a student has 
taken business law and the legal coverage in 
the credit course is to be limited, the fine or- 
ganization makes this easily possible. Where 
thorough legal coverage is desired, the material 
is available and up to date. This type of choice 
is also available to the teacher in many other 
sections of the book. 

With the increased importance of consumer 
credit, charge account banking and revolving 
credit as well as other new developments are 


“included. Cash lending to consumers is covered 


in detail with each major kind of lending agency 
described. In evaluating cash lending agencies 
and merchandise instalment credit grantors, 
emphasis is placed upon theoretical annual in- 
terest rates and repossession values. The in- 
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troduction and use of revolving credit by Sears 
highlights the gradual evolution of instalment 
credit given by retailers from the repossession 
down-payment concept to the character ap- 
proach of the charge account. Similarly, the 
true annual interest rate concept might well be 
de-emphasized and replaced by the cost ap- 
proach, that is, every instalment transaction has 
costs which vary per transaction as well as per 
dollar of credit. Here, however, is an area where 
many opinions are held. 

The fifth section on credit and collection con- 
trol includes chapters on credit insurance, credit 
limits, and measuring the effectiveness and efh- 
ciency of credit management. Separated from 
the earlier chapters on management of the 
credit function, these key discussions—although 
logically a conclusion for the text—give some- 
what the feeling of segregated presentations. In- 
tegrated into the earlier section, the student 
might receive a more cohesive picture of credit 
management. 

This is a comprehensive text. Each type of 
mercantile and consumer credit is covered; de- 
scriptions of techniques are thorough; credit in- 
formation services are competently examined; 
credit evaluation is well covered. From the 
teacher point of view, this is a competent and 


up-to-date book. Similarly, the organizational 
structure is such that the teacher can adjust 
assignments to fit the coverage and structure 
which he desires for his individual course. 


HARING 
Indiana University 


MANUFACTURER DISTRIBUTOR 
BRANDS, by R. H. Cole, L. M. DeBoer, 
R. D. Millican, and Nugent Wedding. (Ur- 
bana: University of Illinois, 1955. Univer- 
sity of Illinois Bulletin No. 80. Pp. 103. 
$1.00.) 

This study is primarily an attempt to update 
earlier studies of brand policies and practices 
and to examine the market position of manu- 
facturers’ and distributors’ brands in two areas, 
home appliances and canned fruits and vege- 
tables. The study consists of three parts (1) an 
essay on brand policies and problems based on 
a survey of the opinions of a number of manu- 
facturers and distributors in these two areas; 
(2) a field study to compare prices of packers’ 
and distributors’ label canned fruits and vege- 
tables in six Illinois cities; and (4) an interview 


study of consumers’ “habits and attitudes” to- 
ward brands of canned fruits and vegetables. 

The essay on brand policies provides a useful 
reading for students not acquainted with the 
various problems associated with brand sponsor- 
ship by manufacturers and distributors but adds 
little to existing knowledge. This is not sur- 
prising inasmuch as the study is based upon 
trade opinions in an area in which the pros and 
cons have been discussed over many years. Most 
readers may, however, take exception to the 
viewpoint that brand development lies outside 
the field of marketing (p. 2). 

The final two sections are concerned only 
with six selected canned fruits and vegetables. 
Section 2 attempts to compare the prices and 
qualities of packers’ and distributors’ brands. 
Two standards of quality are employed: (1) 
quality as alleged by the label and (2) quality as 
determined by grading according to USDA 
standards. Each of these are compared with 
prices and the two definitions of quality are 
compared with each other. Where the authors 
find a substantial discrepancy between labeled 
quality and quality as determined by applying 
USDA grading rules, they avoid the obvious 
conclusion—that overstating of grade is common. 
place among the items studied in the cities in 
question—but reach the rather astounding con- 
clusions that (a) packers are having difficulty 
meeting USDA standards and. (b) “brands 
graded down so substantially as to raise grave 
doubts concerning the practicability of the test- 
ing rules.” The argument appears to be based 
on the fact that of 32 brands of canned fruits, 
18 were labeled fancy, 14 choice, and none 
standard—whereas tests indicated that 1 was 


-fancy, 20 choice, and 11 standard, The authors 


apparently feel that if any goods grade out as 
“standard,” the grading rules are at fault—that 
is, that, in fact, all products are “choice” or 
“fancy.” No evidence is presented to indicate 
that either the grading criteria or the grading 
rules were improper. The authors did, however, 
single out for criticism the grading rule which 
lowers the rating to the next grade if one or 
more units in the sample fell more than 4 points 
below the minimum quality necessary to qualify 
in the higher grade represented by the arith- 
metic mean score. The USDA rule, in effect, 
holds that a brand cannot be qualified as fancy 


(A) if all of the units in the sample do not at 


least fall within the upper half of the choice 
(B) grade. If brands are to be represented by 
sellers as denoting consistent quality, this re- 
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viewer sees no reason why absence of quality 
control by packers should not be given appro- 
priate weight in the grading process; in fact, 
fairness to sellers who offer a controlled quality 
pack, would require some such provision. In 
these circumstances, the USDA rule seems much 
more reasonable than the authors’ position that 
because many “standard” items were being la- 
beled as “choice,” the grading rules were ipso 
facto at fault. 

The price tabulations are based on Monday- 
to-Thursday prices, ignoring week-end and “spe- 
cial” prices. The authors point out correctly, 
however, that for some items more volume is 
sold at “special” prices “which raises the un- 
answered question as to which prices are actu- 
ally ‘regular’ and which are ‘special.’” 


As might be expected, no clear-cut pattern — 


as to price, quality, or price-quality advantage 
is associated with the purchase of any one type 
of brand (packers, chain store, or wholesalers). 
Within individual cities, however, and for in- 
dividual products, significant differences appear 
to be present. The reviewer suspects that such 
differences as do exist are associated with specific 
brands included in the tests which, at least as to 
chain and wholesaler brands, are likely to vary 
from city to city and from product to product. 
Unfortunately, tabulations by specific brand 
name are not given. We do not know, therefore, 
whether the chain-store average is meaningful 
or represents an averaging of the brands of 
chains following widely differing quality pol- 
icies. 

Of somewhat greater interest is the attempt to 
correlate price paid by the consumer with qual- 
ity, as determined by average numerical score 
of each of the 18 cans tested within the brand, 
but without regard to USDA limiting rule: 
(that is, without penalties for materially off- 
grade cans). Statistically significant correlations 
at the .o5 level were obtained in two cities for 
peaches, three cities for pears and pineapple, 
four cities for corn, and five cities for green 
beans. The median correlation of the seventeen 
cases was .45, with only two situations attaining 
a correlation as high as .7o. In three cases— 
pineapple in Mt. Vernon and Rockford and 
peaches in Peoria—the correlation was actually 
inverse; that is, higher quality was associated 
with lower price. The study thus adds further 
evidence to the view already demonstrated by 
other studies—that higher price is indeed a poor 
measure of quality. 

The consumer study, which attempted to ex- 


amine the buying habits and attitudes of con- 
sumers, is the least satisfactory portion of the 
report. As the questionnaires used are not re- 
vealed, it is not possible to determine the ap- 
propriateness of the questions to the end sought 
or the conclusions reached. Not knowing, for 
example, what choices were offered consumers 
or how the questions were phrased, it is diffi- 
cult, if not impossible, to attach any significance 
to such conclusions as that the “four major 
reasons (for brand preference) were quality, 
flavor, price, and convenience.” The authors 
distinguish “flavor” from “quality” as a char- 
acteristic in their manuscript, but there is no 
indication as to how these definitions were made 
known to respondents. 

The authors do reveal one of the questions 
on the consumer survey: “For canned goods do 
you think the less expensive brands are poorer 
than, as good as, or better than the more ex- 
pensive brands in quality?” The answer which 
would appear most informed in the light of the 
other findings of the study—namely, “it depends” 
—was summarily discarded as “no answer.” It 
is revealing that the total “no answer” segment, 
under these circumstances, is so small (only 6.5 
per cent), and one wonders what steps may have 
been taken by the interviewers to encourage 
respondents to take a positive position on this 
issue. As might be expected, a majority of all 
groups (except in the lowest income class) con- 
sidered lower priced brands to be inferior; yet, 
in every group, at least one fourth considered 
them to be as good. The authors conclude that 
this latter phenomenon indicates the impor- 
tance of price appeal even to higher income 
families. This reviewer prefers another inter- 
pretation which would appear to be at least 
equally plausible in view of the other findings 
of the study; that is, that consumers are consid- 
erably less stupid in accepting price as a crite- 
rion of quality than many sellers would like to 
believe. 

At several points the authors conclude that 
“consumers prefer brands for characteristics 
other than those which were used in the test 
for quality.” Yet, there is no evidence to indi- 
cate what these characteristics may be or even 
if such exist. The observed phenomenon which 
appears to give rise to this conclusion—that 
brands containing false overstatements of grade 
did not, as a group, enjoy lowér consumer pref- 
erence than those labeled in conformity to grade 
~—could of course be the result of a number of 
other and more likely causes, including the ex- 
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tent to which consumer choice is limited by the 
particular brands in stock at a particular outlet 
at a particular moment, the extent and success 
of sales promotion by brand owners, and the 
generally poor state of knowledge of the con- 
tents of cans not tried. 

Despite these weaknesses, the study is useful. 
[t demonstrates again that neither price nor the 
class of brand sponsorship provides a sound 
basis for judging quality, indicates that some 
private-brand buyers are doing at least as well 
as some packers in maintaining quality, and 
provides an up-to-date ready reference on the 
position of manufacturers’ and distributors’ 
brands. 

Caries S. GOODMAN 
University of Pennsylvania 


INCOME OF THE AMERICAN PEOPLE, by 
Herman P. Miller. (New York: John Wiley 
& Sons, Inc., 1955. Pp. 206. $5.50.) 


“This monograph concentrates on a study of 
the factors that account for the variation in in- 
come of individuals in a given year... . The 
analysis of the sources of variation in incomes of 
individuals will contribute ultimately to our 
knowledge of the changes in the income distri- 
bution over time, and to our understanding of 
the connection between the income distribution 
and the behavior of the population in a whole 
range of economic, social, and political activi- 
ties.” (p. xiv) 

The source material analyzed in the mono- 
graph comes from information in the Popula- 
tion Censuses of 1940 and 1950 and, annually, 
in the Population Surveys since 1944. “The de- 
cision to include a question on income in the 
1940 Census was made shortly after an inven- 
tory of existing information on income distribu- 
tion had revealed that fragmentary, inconsistent, 
and inadequate information compiled from scat- 
tered surveys could not possibly serve the grow- 
ing needs for data on income distribution.” 
(p. xiii) The American Marketing Association 
can take part of the credit for getting income 
data included in the census, and this monograph 
emphasizes the wisdom of that decision. 

The statistical study of the income data starts 
with an analysis of the over-all income curve. 
(Chapter 3) This is followed by chapters on the 
role of location and color (Chapter 4), occupa- 
tions (Chapter 5), age (Chapter 6), family status 
(Chapter 7), and recent changes in income dis- 
tribution and factors related to these changes 
(Chapters 8 and 9g). Pages 129 to 206 are ap- 


pendices, with much statistical material pre- 
sented in Appendix C. 

An interesting barrage of conclusions appears 
in the study, of which the following excerpts are, 
perhaps, both representative and striking: 

“During the early 1950's, over one-quarter of 
a trillion dollars was paid out annually to the 
American people. The total is astronomical. 
The amount received by the average person, 
however, was not very high by most standards. 
In 1950, for example, one half of the income 
receivers got less than $2000. The range of in- 
comes about this average was enormous. It ex- 
tended from substantial losses to incomes of 
several million dollars.” The basic question 
asked in the monograph is “what factors account 
for this wide range?” (p. 1) 

“In general, theories of personal income dis- 
tribution can be classified as either ‘natural,’ or 
‘institutional.’ In this study an attempt is made 
to relate empirical evidence to the theoretical 
systems, and the results are generally inconclu- 
sive.” (p. 2) “Even for men there is more sym- 
metry in income distribution than most analysts 
have recognized. The income distributions for 
the three groups of occupations that together 
include about three-fourths of employed men 
were found to be quite symmetrical when ana- 
lysed separately.” (p. 3) “It was found, for ex- 
ample, that about three-fourths of the highest 
income recipients among men are independent 
professionals, businessmen, or managerial work- 
ers. The facts regarding freedom of entry into 
these high-paid occupations are not now ade- 
quately known. The absence of such informa. 
tion makes it difficult to draw definite conclu- 
sions about the underlying reasons for the skew- 
ness of the over-all income curve.” (p. 3) “Geo- 
graphic locations affect both the level and the 
source of income. . . . The analysis of regional 
differentials in income largely resolves itself into 
an investigation of the factors that differentiate 
the South from the rest of the nation.” (p. 3) 

“The analysis of the relationship between in- 
come and the size of place in this study, as in 
several earlier studies, indicates a positive corre- 
lation between these two variables.” (p. 4) (It 
would be interesting to know if the differences 
are equal to differences in cost of living.) “The 
evidence shows that in all regions of the United 
States the income of whites is considerably 
higher than that of non-whites, on the average, 
even when such factors as age, sex, education, 
and size of place are taken into account.” (p. 4) 
“There was a significant narrowing of the in- 
come gap between high-paid and low-paid work- 
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ers within occupations.” (p. 5) “The financial 
contribution of working wives has been growing 
in importance, During the decade between 1940 
and 1950 the proportion of working wives nearly 
doubled.” (p. 5) “In 1946 and 1947, about one- 
fourth of the ‘city-worker’ families had incomes 
that were insufficient to purchase a budget that 
would provide a ‘modest but adequate standard 
of living.’ (p. 6) These quotations from the 
summary chapter are all spelled out, of course, 
in the chapters that follow. 

Appendix B considers the quality of Census 
income data. The general conclusion seems to be 
that they are very much worth using but that 
they leave room for improvement. For example, 
“about one-fifth of the persons who reported 
income in the March 1950 Current Population 
Survey (CPS) were also required to furnish in- 
come data in the 1950 Census. Sixty-one per cent 
of these were in the same income interval in 
both surveys, twenty per cent were in higher 
interval in CPS and eighteen per cent were in 
a higher interval in the census.” About 18 per 
cent were more than one interval apart in the 
two surveys. An analysis of income-tax reports 
might give more accurate information than 
either survey for that part of the population 
which files such reports. 

There is room, perhaps, for considerable 
further analysis of the data used in this mono- 
graph. For example, one might wish to see 
further use of the interquartile range around 
many of the medians reported (see footnotes 12- 
15, p. 21). Or some use of multiple correlation 
and regression techniques with the variable dis- 
cussed in Chapters 4-8 might uncover some very 
interesting interrelations. Perhaps one of the im- 
mediate values of the monograph will be the sug- 
gestion of several Ph.D. theses based on the data 
in the text tables and Appendix C. Certainly, 
this monograph merits wide use by all persons in- 
terested in income distribution—and who in 
marketing is not? 

ROLanp S. VAILE 
Trinity University 
San Antonio, Texas 


THE ANALYSIS OF FAMILY BUDGETS, by 
S. J. Prais and H. S. Houthaker. (Cam- 
bridge, England: Cambridge University 
Press, 1955. Pp. 372. $9.00.) 


This is one of a series of monographs issued 
by the Department of Applied Economics of 
the University of Cambridge. The analysis of 


consumers’ behavior is said to be the branch of 
econometrics which has been most intensively 
investigated by the Department since its origin 
in 1946. In this monograph, the main body of 
material analyzed comes from two similar col- 
lections of family budgets made in England in 
1937-38 and 1938-39. The first of these collec- 
tions comes from “working-class” families, and 
the second from “middle-class” families. Thus, 
the two covered a fairly wide range of occupa- 
tional income situations. 

Detailed analysis of empirical data on con- 
sumption for a single year in England in the 
late 1930's is factually of historical interest only. 
The methods of analysis, however, are of inter- 
est to all students of consumption, whether their 
studies are of the annual cross-section type or of 
chronological change. 

The monograph is divided into three parts. 
Part I deals with the material and the tools 
(pp. 3-74); Part II gives the analysis (pp. 77-168); 
Part III presents the original data in tables 
(pp. 175°$79). 

The authors had nothing to do with collecting 
the original data. They accept it as reasonably 
representative of the situation in England at 
the time of the study. They agree, however, that 
the data for the “middle-class” families comes 
from a selective segment of that class and may 
not be representative of the entire group. They 
go further in accepting the idea that the two 
surveys may be tied together in the analysis so 
as to make a broader crosssection of English 
experience than represented by either alone. 

The heart of the study is found in Tables 19 
and 20 (pp. 104-107). Table 19 gives the propor- 
tionate distribution of expenditure (in per cent 
of total) for some 120 individual items and cate- 
gories. The two classes of families are reported 
separatcly. The largest percentages as given are 
found in the categories of rent and house pur- 
chase, while the smallest are in individual items 
of food, clothing, and household equipment. 

Table 20 reports total expenditure elasticities 
with income changes, estimated from the sur- 
veys. Here, again, the two classes of families are 
reported separately. Elasticities range all the way 
from 0.07 + 0.05 for flour purchases by “work- 
ing-class” families to 2.53 + 0.19 for furniture 
purchased by “middle-class” families and 2.61 + 
0.17 for holiday expenditure by “working-class” 
families. 

These two tables appear in Chapter 7 on The 
Engel Curve. The analysis here and in the fol- 
lowing chapters leads to the conclusion that the 
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data do not follow linear regressions with 
changes in income. Several alternative regres 
sion forms are tried, with the general conclusion 
that double log gives the best fit and linear the 
poorest. 

Several attempts are made to eliminate the 
effects of other variables when considering the 
relation of income to consumption. For ex- 
ample, expenditure per person on specified items 
is related to total expenditure per person. This 
is done to soften the effect of differences in size 
of family. Multiple correlation and regression 
techniques also are used in some instances. 

This monograph presents about the most so- 
phisticated and the best illustration of method- 
ology for budget studies that this reviewer has 
seen. It also contains an excellent list of refer- 
ence works (pp. 169-172). And the inclusion of 
the basic data from the two surveys makes it a 
source book for further studies. Students of con- 
sumption economics have much to gain from 
this work. 

ROLAND S. VAILE 
Trinity University 
San Antonio, Texas 


PRISTEORI ELLER PARAMETERTEORI 
(PRICE THEORY OR PARAMETER 


THEORY), by Arne Rasmussen. (Copen- 
hagen, Denmark: Einar Harcks forlag, 1955. 
Pp. 256. Danish kroner 24.00.) 


The Danish scholar, Arne Rasmussen, no 
stranger to the readers of this JoURNAL,! con- 
siders nonprice competition in this important 
book. Rasmussen presents three leading points 
of view, quite convincingly documented. The 
first is that in the past, price has been unduly 
emphasized by economic theory. The nonprice 
parameters of action of the firm, that is, selling 
effort and quality of product, are at least as 
important. The second leading point of view 
is that the time has now come to study the non- 
price parameters of action partially by varying 
them one at a time and watching the effect on 
sales. The third viewpoint is that in the past, 
theory has been unduly static; the time element 
should play a dominant role in a realistic theory. 
It is fair to say that the third leading point of 
view is the most novel of the three and that Ras- 
mussen is at his best when executing this part 
of his program. 

The book is divided into four parts. Part A 

* Arne Rasmussen, “The Determination of Adver- 
tising Expenditure,” THE JOURNAL OF MARKETING 
(April 1952), pp. 439°46. 


is a general introduction taking its departure 
in Chamberlinian theory of monopolistic com- 
petition. The first task is to specify the non- 
price parameters of action. Following Ragnar 
Frisch, this is done in Part B. A parameter of ac- 
tion is defined as any economic magnitude the 
value of which can be fixed by the firm with 
complete sovereignty. The concept selling ef- 
fort is not one but several different parameters 
of action, for example, advertising lineage, lay- 
out, and number of traveling salesmen. Like- 
wise, product quality consists of a large num- 
ber of different quality criteria, for example, 
color, shape, and materials. Following the pres- 
ent reviewer? Rasmussen replaces the tradi- 
tional demand function q = q(p), where q is 
quantity sold and p is price, by a more general 
function 


(1) q = --- 


where the a's are all sorts of possible selling-ef- 
fort and product-quality criteria. From this gen- 
eralized demand function follows a generalized 
concept of competition. Following Triffin, Ras- 
mussen defines competition in terms of cross 
elasticities, but selling-effort and product-quality 
cross elasticities are included. It is emphasized 
that there is no simple relationship between 
price and nonprice cross elasticities. 

Rasmussen's second leading point of view is 
that the nonprice parameters should be studied 
partially, one at a time. It is not quite clear 
whether this is believed to be a pedagogical de- 
vice or a research tool. If partial study is be- 
lieved to be a good tool of research, Rasmussen 
does not offer any good reasons for his belief. 
The reasons, if offered, would probably have 
been these. The general demand function 


is rather empty and not easily handled. It be- 
comes a solid tool for empirical research only 
if its shape can be specified. For example, one 
could try as a first rough approximation a linear 
equation like 


(2) q = + + 


where the n’s are coefficients to be determined 
empirically. This linear equation has the famil- 
iar property that if one variable, say a, is kept 
constant, then the two-dimensional relationship 
between the other variables p and q will be a 


*Hans Brems, Product Equilibrium Under Mo- 
nopolistic Competition (Boston: Harvard University 
Press, 1951). 
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straight line with the slope nj. No matter at 
which value a is kept constant, this will be true. 

Or, less simply, one could try a nonlinear 
function like 


(3) q =n, 


where, again, the n’s are to be determined em- 
pirically. If in this function a is kept constant, 
then the two-dimensional relationship between 
p anc q will be represented by a curve with the 
elasticity ny. No matter at which value a is kept 
constant, this will be true. 

If the functions (2) or (3 are adopted, Ras- 
mussen’s advice can be followed safely. For ex- 
ample, in the case of (2), the partial derivative 
of quantity sold with respect to price 


can be found merely by studying the partial re- 
lationship between p and q, for no matter at 
which value a is kept constant, ng will be the 


same. Likewise, in case (g) the elasticity of 
quantity sold with respect to price 


Pq * 
can be found merely by studying the partial re- 
lationship between p and q. Again, no matter 
the value of a, ng will be the same. But (2) as 
well as (3) are special cases, and if the demand 
function has different forms, partial analysis 
may be futile. 

Rasmussen's third leading point of view was 
that the time element should play a dominant 
role in theory. The time element is introduced 
into industry demand in Part C, into firm de- 
mand in Part D. The first step in the introduc- 


tion of time into industry demand is the defini- — 


tion of the familiar concept “consumer unit.” 
By this, Rasmussen means a person or a group 
of persons, for example, a family, satisfying 
physiological prerequisites for needing and be- 
ing able to consume the product in question. 
When a new product is introduced, at first zero 
consumer units are reached, then a small frac- 
tion, but gradually the fraction increases up to 
the value unity, and at this point the product 
has reached its stage of saturation. Rasmussen 
submits that the time path of the fraction from 
zero to unity is the ogive of a normal distribu- 
tion curve, and this time path traces what he 
calls the successive stages of development of the 
particular product in question. However, con- 
sumer units reached is not the same thing as 
sales. If the durability of the new product were 


infinitely high, a consumer once sold on it would 
never again buy it. While in this case the num- 
ber of consumers reached—that is, actually using 
the product—is represented by the ogive of the 
distribution curve, actual sales is represented 
by the distribution curve itself. At the saturation 
point, sales have declined to zero! If at the other 
extreme we imagine a product of zero durabil- 
ity, consumers reached and actual sales will 
coincide, both being represented by the ogive. 
Thus we can conclude that for durabilities that 
are finite and positive, the time path of actual 
sales will fall somewhere between the ogive and 
the distribution curve itself. Exactly where it 
falls will be determined by the value of the 
useful life of the product. Here, of course, use- 
ful life is not so much a matter of physical life 
as a matter of attitude. If new models, trims, 
sizes, and colors make the old product look 
dated, consumers will replace it. Rasmussen's 
treatment of the time path of demand for 
durables is illuminated by empirical Danish 
demand functions for radio sets, vending ma- 
chines, telephones, rayon stockings, and motor 
bikes as well as by empirical United States de- 
mand functions for electric refrigerators, power 
washing machines, vacuum cleaners, and elec- 
tric ranges, published in the first monograph 
of the T. N. E. C. reports in 1941. Also, through- 
out this part of his book, Rasmussen freely uses 
and freely refers to Joel Dean's Managerial 
Economics. It is a real pleasure to read the 
chapters of Part C where everything falls into 
place. Having established the concept of the 
stage of development, Rasmussen can easily 
demonstrate that the role played by the price 
and nonprice variables depends very much upon 
the particular stage at which the firm finds itself 
at any given moment. 

At this point, the transition is made from in- 
dustry demand to firm demand, from Part C to 
Part D. Here, equilibrium conditions are first de- 
veloped for price, selling effort, and quality with 
no mention of rival response. The marginal ap- 
proach is rejected, and the equilibrium condi- 
tions are expressed in terms of elasticities. While 
this rejection is not technically necessary for 
Rasmussen's purposes, it may well make the 
presentation more readable for the practitioner. 
Next, rival response is introduced but always 
with emphasis on timing. Here, Rasmussen dif- 
fers very favorably from conventional economic 
theory. Being primarily occupied with statics, 
theory has lost sight of the timing of rival re- 
sponse. Timing can find no place in the conven- 
tional single-period, price-quantity diagram. 
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And theory has also been preoccupied with price 
policy and thus has lost sight of the fact that the 
timing of rival response may well differ as be- 
tween price and nonprice competition. Rasmus- 
sen emphasizes that rival response is much more 
tardy in the latter case than in the former. Price 
moves can and will be matched within the hour 
or the day. Selling-effort moves and, even more 
so, quality moves cannot be matched instantly. 
In this, Rasmussen finds part of the reason why 
nonprice competition is more important than 
price competition. 

Rasmussen's book represents a novel approach 
to its subject. At several points, particularly in 
Parts C and D, the book offers original theoreti- 
cal ideas. At others, it integrates familiar ele- 
ments into a broader pattern. Throughout, the 
book is solidly based on empirical facts—some 
drawn from this country and some drawn from 
the long list of demand studies that have been 
published by the Copenhagen School of Eco- 
nomics and Business Administration covering 
the demand for lumber (1951), life insurance 
(1951), Cigarettes (1952), newspaper advertising 
lineage (1954), radio sets (1954), beer and soft 
drinks (1955), and newspapers (1955), several of 
which were actually carried out with Rasmussen's 
assistance. Rasmussen's book is a good example 
of the happy blending of theory and measure- 
ment that characterizes much of the work done 
at Copenhagen. It is to be hoped that some of 
its highlights will be made available in wansla- 
tion. 

Hans Brems 
University of Illinots 


MARKETING OF SUGAR, by Jack T. Turner. 
(Indiana University, School of Business, Bu- 
reau of Business Research Study No. 38.) 
(Homewood, Illinois: Richard D. Irwin, 
Inc., 1955- Pp. 302. $4.50.) 

In the preface, the author defines his purpose 
as “to develop an integrated picture of the struc- 
ture and processes for marketing sugar in the 
continental United States,” and of making 
“... an analysis... of the marketing proc- 
The author succeeds more fully in presenting 
the picture of the structure and processes for 
marketing than in the analytical phases of his 
task. The work is useful as a description of the 
marketing of an important commodity. The 
workmanship is careful and detailed and cita- 
tions of appropriate sources are complete. The 
study is divided into three major parts: 


Part I. Background, which covers the histori- 
cal setting, and production and processing. 

Part II. Federal Regulation of the Sugar In- 
dustry, which covers the legislation through 
tariffs as well as the more specific sugar acts. 

Part III. Marketing Structure, Policies and 
Practices, which includes—in addition to struc- 
ture and marketing policies—physical handling 
and pricing as well as an analysis of possible new 
directions for marketing and control. 

The major alternative systems for control con- 
sidered are: “First, a free market system .. . 
Second, a free market system with provision for 
subsidy of the present domestic industry . . . 
Finally, the present system . . . with the modi- 
fications designed to improve its efficiency.” The 
evaluation of these alternatives is reasonable and 
practical; certainly, it is not doctrinaire. It 
would, however, be more convincing had there 
been a more careful and complete analysis of 
federal regulation of the sugar industry in Part 
Il. 

H. W. Hurcy 
University of Illinois 


CREATIVE ADVERTISING, by Charles L. 
Whittier. (New York: Henry Holt and Com- 
pany, 1955. Pp. 585. $6.00.) 

When the Chairman of the Plans Board of 
one of the country’s largest advertising agencies 
undertakes the task of drawing upon his experi- 
ence for the benefit of the beginner in advertis- 
ing, teachers and practitioners alike should ex- 
amine his message carefully. For here, in essence, 
is the experienced advertising man guiding the 
neophyte toward an introductory understanding 
of the subject. 

His message stands out clearly. Creativity— 

original thinking—is the key to successful adver- 
tising. As the author notes in his preface, “ 
I believe this book covers the business of adver- 
tising with reasonable thoroughness, The extent 
to which a beginner benefits from it, however, 
should come no more from what he learns about 
practices and procedures than from the convic- 
tion he gets as to the value of original thinking 
in all phases of advertising.” 

This statement of purpose suggests two ques- 
tions. Does the book do a reasonably thorough 
job of covering the business of advertising? Does 
it inspire a conviction as to the value of original 
thinking in all phases of advertising? 

From the standpoint of advertising practices 
and procedures, Part I of the book is a general 
introduction, giving a “wide angle look at the 
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business” and then a “look at the component 
parts.” Part II, devoted to “Expressing the Ad- 
vertising Idea,” differs from most other adver- 
tising texts in that it includes a chapter on the 
problem of writing specifically for radio and 
television. Chapter 3 opens Part II with a dis- 
cussion of the art of persuasion. In this chapter 
and in Chapter 4 on the “Five Functions of an 
Advertisement” —idea, immediate impact, inces- 
sant interest, information, and impulsion—the 
author reworks the time-honored formulation of 
attention, interest, desire, and action as a guide 
to preparing advertisements. In general, the two 
principal ingredients of good advertising writing 
are “such incessant interest that it will be read 
or listened to from start to finish by an above- 
average percentage of its audience” and “impul- 
sion so strong that it will give a large percentage 
of its readers or listeners an irresistible longing 
to own the product, or to see and examine it at 
an early opportunity.” On the basis of these 
standards, subjectively applied, the author ex- 
amines advertising writing throughout the re- 
maining six chapters of Part IL. 

Part I1l—“The Technical Background of Ad- 
vertising”—deals with a heterogeneous collection 
of topics. Chapters 11, 14, and 15 on media eval- 
uation and selection are refreshing in their ap- 
proach to this vital topic. Chapter 16 introduces 
the reader to the special problems of retail ad- 
vertising. Other chapters cover layout and illus- 
tration (Chapter 12), printing, photoengraving, 
and typography (Chapter 13), miscellany—legal 
problems, slogans, cooperative advertising, and 
publicity and public relations—(Chapter 17), re- 
search (Chapter 18), and marketing (Chapter 
19). 

Part IV contains two chapters. Chapter 20 
deals with agency structure and operation. The 
inclusion in this chapter of an extensive discus- 
sion of the client-agency relationship—especially 
the problem of selecting an agency—makes for 
instructive reading. A prime objective of client- 
agency teamwork is to prepare a complete mar- 
keting plan. Chapter 21, designed to illustrate 

“the steps involved in reaching this objective, pre- 
sents a complete marketing plan prepared by an 
imaginary agency in cooperation with a mythical 
company. 

In total, the author offers a fairly straightfor- 
ward presentation of the business aspects of ad- 
vertising. And he presents his materia! with orig- 
inality and insight. However, a number of rather 
serious omissions cast some reflection on the thor- 
oughness of the presentation. Here, for example, 
are a few issues which receive little or no atten- 


tion. How is the advertising appropriation estab- 
lished? What has experience shown about the 
desirability of cooperative advertising? What is 
the significance to advertising of the recent em- 
phasis on motivational research? How impor- 
tant are the recent iegal rumblings concerning 
the agency system? What do we know about the 
business effectiveness of advertising? What can 
be said about the advertising executive's re- 
sponsibility to the society in which he operates? 
Unquestionably, these are knotty issues to un- 
tangle for the beginner in advertising. Perhaps 
their discussion falls beyond the scope of an in- 
troductory text. Yet, they are part and parcel 
of a breadth of understanding of the advertis- 
ing business. More important, they point to a 
few of the areas where the advertising business 
has greatest need for original and creative think- 
ing. 

Does this book inspire a conviction as to the 
value of original thinking in all phases of ad- 
vertising? To the extent that it overlooks certain 
phases of advertising, the answer must be nega- 
tive. To the extent that it follows the guide for 
preparing advertisements offered in Chapters 3 
and 4, the answer must be affirmative—the au- 
thor employs the techniques for good persua- 
sive writing. This is especially evident in the in- 
terest-catching devices: clear, crisp style; fre- 
quent use of humor, some homespun; clever il- 
lustrations at the beginning of each chapter; 
consistent reference to specific examples; and, 
above all, the author's own enthusiasm for what 
he has to say. 

The teacher who is considering this book for 
a text in a basic course might note the following 
comments. There are three glossaries distributed 
throughout the book, each covering a specific 
phase of the work—one is near the end of Part 
II, the second follows the section on printed 
media in Part III, and the third is at the end 
of Part III. Only a few of the chapters have sum- 
maries; where summaries are used, they are ef- 
fective. Chapter length varies radically, possibly 
introducing a difficulty in assigning work. The 
organization of the material in Part I] may also 
pose an instructional problem in setting up a 
continuity of presentation in the work schedule. 

All in all, this book represents an interesting 
excursion into the operation of the advertising 
business. Its major strength rests in the fact that 
it is written by a man who can speak with the 
authority of successful experience. This strength 
stands out in the chapters on writing, media se- 
lection, and client-agency relationship. The 
book is particularly well adapted for the course 
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that is preparing students for employment in 
an advertising agency. Its general contribution 
rests in offering a different approach to several 
aspects of advertising procedure and in pointing 
up again the significance of creative ideas in the 
world of selling. 
Grorce A. Epwarps 

University of Toronto 


BRIEFLY NOTED 


A “CHECK LIST” FOR MARKETING MAN- 
AGEMENT, by C. J. Courtney. (Omaha: pub- 
lished by author, 1955. Pp. 65. $2.50.) 


Out of his many years of teaching and study, 
Professor Courtney of Creighton University has 
brought together an extensive check list for mar 
keting management. 

It is interesting to note that Professor Court- 
ney (1) assigns the control of production volume 
to the marketing manager and (2) excludes the 
activities relating to transportation and storage. 
One of the significant aspects of this work is the 
arrangement and grouping of topics. This is an 
interesting piece of work. 


CHECK LISTS OF ADVERTISING ESSEN- 
TIALS, by Printers’ Ink Editors. (Pleasant. 
ville, New York: Printers’ Ink Books, 1955. 
Pp. 336. $4.95-) 

Here is an excellent series of check lists, some 
204 in number. Advertising people will find it of 
value in planning and executing all phases of 
advertising. The material has been gathered 
from the pages of Printers’ Ink and brings up to 
date the 1950 edition. 


TESTED ADVERTISING COPY, by Carroll J. 
Swan. (Pleasantville, New York: Printers’ Ink 
Books, 1955. Pp. 208. $6.00.) 


This book is a combination of fact and opin- 
ion on advertising copy. In it are a large body 
of copy tests collected over a period of about six 


years by Printers’ Ink. The tests were made by 
practical ad men, deadly serious about finding 
out factually what kind of advertising copy 
would do the best job for them. 

Also in this book is a considerable element of 
reasoned opinion—both in the explanations to 
each of the tests and in the material that pre- 
cedes the sections in which the tests are repro 
duced. 


BOOKS RECEIVED 


IN AMERICA: THe GOVERNMENT AS 
Promoter, by Walter Adams and Horace M. 
Gray. (New York: The Macmillan Company, 
1955: Pp. 221. $2.75.) 

Macuinery: Buy or Lease?, by Robert N. 
Anthony, (New York: National Shoe Manu- 
facturers Ass'n., 1955. Pp. $9.50.) 

Can We Sotve THE FARM PROBLEM?, by Murray 
R. Benedict. (New York: The Twentieth Cen 
tury Fund, 1955. Pp. 601. $5.00.) 

EXPERIMENTAL Desicn, by Walter T. Federer. 
(New York: The Macmillan Company, 1955. 
Pp. 591. $11.00.) 

AMERICAN IMrorts, by Don D. Humphrey. (New 
York: The ‘iwentieth Century Fund, 1955, 
Pp. 546. $6.00.) 

Business INFORMATION, How TO Finp AND Use It, 
by Marian C. Manley. (New York: Harper & 
Brothers, 1955. Pp. 265. $5.00.) 

Great Enrerprise, by Herrymon Maurer, (New 
York: The Macmillan Company, 1955. Pp. 
303. $5.00.) 

SratisticAL Metnops, Third Edition, by F. C. 
Mills. (New York: Henry Holt and Company, 
1955. Pp. 842. $6.95.) 

MEASURING Business Cuances, by Richard M. 
Snyder. (New York: John Wiley & Sons, Inc., 
1955- Pp. 382. $7.95.) 

ComMMeRcE AND GOVERNMENTS “TRENDS 
AND OuTLooks, by W. S, and E. S. Woytinsky. 
(New York: The Twentieth Century Fund, 
1955. Pp. go7. $10.00.) 


A.M.A. Notes 


HUGH G. WALES, Editor 


THE A.M.A. WINTER CONFERENCE 


Roosevelt Hotel 
New York, New York 
December 27, 28, 29, 1955 


We are indebted to the New York Conference Com- 
mittee so ably headed by A. Edward Miller of Life 
Magazine for one of the finest conferences in the 
history of A.M.A. 

Over 1,000 enthusiastic marketing people gathered 
at the Roosevelt Hotel to hear the outstanding pro- 
gram that follows: 


Tuesday, December 27, 1955 
Chairman: A. Edward Miller, Life Magazine 


“My Hindsight Is Still 20-20” 
Henry Schachte, Lever Brothers Company 


MARKETING AND THE BEHAVIORAL 
SCIENCES 


Chairman: George H. Brown, Ford Motor Company — 


“Population Migration—Who's Moving Where, and 
Its Meaning to Marketing People” 
Howard G. Brunsman, Bureau of the Census 
“Who Is the Salesman?” 
Ray Mack, Northwestern University 
“Basic Research in Consumer Behavior” 
Michael Halbert, Alderson & Sessions, Inc. 


INDUSTRIAL MARKETING POTENTIALS 


Chairman: Donald R. Longman, 
Auantic Refining Co. Inc. 


“Respondents Unlimited” 
Richard E, Booth, P. R. Mallory & Co., Inc. 
“Performance Evaluation Employing Secondary In- 
formation” 
Warren Hardy, Norton Company 
“The Use of Mail Questionnaires in Developing Po- 
tentials on Industrial Products” 
Robert O. Fernald, National Lead Company 
“Using the Census Method in Determining Market 
Potentials” 
Donald E. Stewart, U. S. Steel Corporation 
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SPECIAL SESSIONS FOR TEACHERS 


“Viewpoints on the Teaching of Advertising” 
Chairman: Martin V. Marshall, Harvard University 
Panelists: Neil H. Borden, Harvard University 
Albert W. Frey, Dartmouth College 
Otto Kleppner, The Kleppner Company 
Charles H. Sandage, University of Illi- 
nois 
“Problems in the Teaching of Industrial Marketing” 
Chairman: Thomas A. Staudt, Michigan State Uni- 
versity 
Panelists: Victor P. Gravereau, Kent State Univer- 
sity 
John J. Rath, Wayne University 
Alfred L. Seelye, University of Texas 
“Progress and Problems in the Teaching of Retailing” 
Chairman: A. Hamilton Chute, University of Texas 
Panelists: Donald K. Beckley, Simmons College 
Charles Perry Bliss, University of Buffalo 
James D. Butterworth, University of 
Florida 
Delbert J. Duncan, University of Colo- 
rado 
Stanley C. Hollander, University of Min- 
nesota 
Paul H. Nystrom, Columbia University 
John W. Wingate, City College of New 
York 


-Wednesday, December 28, 1955 
MARKETING STRATEGY 


Chairman: Henry O. Whiteside, 
J. Walter Thompson Co, 


“Line Diversification—Promise or Pitfall” 
Parker Frisselle, Dow Chemical Company 
“Basic Marketing Strategy Which Doubled Sales Vol- 
ume” 
R. C, Connell, Norge Sales Corporation 
Chairman: Everett R. Smith, 
Macfadden Publications, Inc. 
“Some New Patterns of Communication” 
Alex Bavelas, Massachusetts Institute of Tech- 
nology 
“Consumer Product Tests—Some New Concepts” 
J. Steven Stock, Alfred Politz Research, Inc. 
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THE STANDARD INDUSTRIAL 
CLASSIFICATION IN INDUSTRIAL 
MARKETING 


Chairman: Francis E. Hummel, 
The Bassick Company 


“The Need for an Industrial Classification System” 
Nathaniel R. Kidder, Technical Marketing Asso- 
ciates, Inc. 

“The SIC and Industrial Advertising” 

N. R. Ladabouche, Steel Magazine 

“Can the SIC Yield Accurate Marketing Data?” 
Ludwig S. Hellborn, General Motors Corporation 

“The SIC from the Viewpoint of the Census Bureau” 
Robert W. Burgess, Bureau of the Census 


SPECIAL SESSIONS FOR TEACHERS 


“Trends in the Basic Marketing Course” 
Chairman: Taylor Meloan, Indiana University 
Panelists: ‘Theodore N. Beckman, The Ohio State 
University 
P. D. Converse, University of Illinois 
Reavis Cox, University of Pennsylvania 
Delbert J. Duncan, University of Colo- 
rado 
E. T. Grether, University of California 
Harvey W. Huegy, University of Illinois 
Harold H. Maynard, The Ohio State Uni- 
versity 
Charles F. Phillips, Bates College 
R. S. Alexander, Columbia University 
David A. Revzan, University of Cali- 
fornia 
Francis Babione, Pennsylvania State Uni- 
versity 
A. J. Alton, Miami University 
Roy W. Shaw, Texas ‘Technological Col- 
lege 
“Role of Economic Theory, Marketing Literature, 
and Technical Procedures in Foreign Trade 
Courses” ‘ 
Chairman: Peter S. King, Massachusetts Institute of 
Technology 
Panelists: John Enos, Massachusetts Institute of 
Technology 
Robert D. Entenberg, University of Pitts- 
burgh 
Robert J. Holloway, University of Min- 
nesota 
Charles J. Miller, University of Washing 
ton 
Chairman: Thomas L. Norton, New York University 
“Automation—Forerunner of a Marketing Revolu- 
tion?” 
Peter Drucker, New York University 
Chairman: Vernon Hitchcock, Time, Inc. 
“Measurement of Brand Loyalty” 
Ross M. Cunningham, Massachusetts Institute of 
Technology 


TURMOIL IN THE MARKET PLACE 


Chairman: D. Maynard Phelps, 
University of Michigan 


“The Retailer—Innovate or Perish” 
Myron S. Silbert, Federated Department Stores 
“The Manufacturer—A Time for Reappraisal” 
Richard Burke, Sears, Roebuck & Company 


A SAMPLE SEMINAR IN INDUSTRIAL 
MARKETING 


Chairman: Harry Leopold, Jr., 
John A. Roebling’s Sons Corp. 


“Techniques for Determining a Market for New 
Products” 

Industrial Seminar Group of the Philadelphia 

Chapter of the American Marketing Association 


SPECIAL SESSIONS FOR TEACHERS 


“Problems in the Teaching of Sales Management” 
Chairman: Stewart H. Rewoldt, Indiana University 
Panelists: Harold H. Maynard, The Ohio State Uni- 
versity 
Robert H. Myers, Miami University 
Richard R. Still, Syracuse University 
Donald A. Taylor, Michigan State Uni- 
versity 
Harry R. Tosdal, Harvard University 
Louis C. Wagner, University of Washing 
ton 
“Methods of Facilitating the Teaching of Marketing 
Research” 
Chairman: Robert Ferber, University of Illinois 
Panelists: Donald Blankertz, University of Penn- 
sylvania 
Donald R. G. 
Michigan 
Harry B. Roggenburg, Rutgers Univer 
sity 


Cowan, University of 


READING OF “SELECTED PAPERS'— 
RESEARCH IN MARKETING 


Chairman: Alfred L. Seelye, University of Texas 


“Segmental Market Competition: An 
Analysis of Intra-Market Behavior” 
Lloyd M. DeBoer, University of Illinois 
“Location Analysis for Savings and Loan 

Associations” 
Fred W. Kniffin, Indiana University 
“An Inquiry into the Nature and Func- 
tion of a String Retail Development: 
A Case Study of East Colfax Avenue, 
Denver, Colorado” 
Paul R. Merry, Northwestern University 
“Consumer Information Channels” 
George Fisk, University of Pennsylvania 
“Automobile 


Papers: 


Agreements” 
Charles M. biewitt, Indiana University 
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“Marketing Policy Determination by a 
Major Firm in a Capital Goods In- 
dustry” 

Kenneth Holston Myers, Il, Northwest- 
ern University 

“Long-Run Changes in Expense and 
Margins in Drug Stores” 

Frank M. Bass, ‘The University of Texas 

“Location of Controlled Regional Shop- 
ping Centers” 

Eugene J. Kelley, Clark University 


Thursday, December 29, 1955 


DYNAMICS OF FOOD RETAILING 


Chairman: Joseph Ackerman, Farm Foundation 
“Movements in the Retail Distribution of Foods in 
the U.S.” 
Kobert W. Mueller, The Progressive Grocer 
“Development of Self-Service Food 
Abroad” 
William Applebaum, Marketing Consultant 
“Supplementary Statements” 
Richard H. Holton, Harvard University 
Raymond D. Hardesty, The Kroger Company 
Chairman: Wilford L. White, 
Small Business Administration 
“Advantages of the Large Firm: Production, Dis- 
tribution and Sales Promotion” 
Joe S. Bain, University of California 


Distribution 


SPECIAL INTEREST SESSIONS 
“The Use of Projective Techniques in 
Marketing Research” 
Moderators: George Horsley Smith, Rutgers Uni- 
versity 
Arthur Koponen, J. Walter Thompson 
Company 
“Sampling Techniques” 
Lester R. Frankel, Alfred Politz Re- 
search, Inc. 
W. R. Simmons, W. R. Simmons & As- 
sociates Research, Inc. 
“Sales Forecasting” 
Howard T. Hovde, The Econometric 
Institute, Inc. 
Harvey W. Huegy, University of Illinois 
“Measurements of Consumer Attitudes 
and Behavior” 
Lincoln H. Clark, New York University 
Paul Lazarsteld, Columbia Univer- 
sity 
“Media Research” 
Lyndon O. Brown, Dancer Fitzgerald- 
Sample, Inc. 
Darrel B. Lucas, New York University 
“The Measurement of Advertising Ef- 
fectiveness” 
Gordon A. Hughes, Scott Paper Com- 
ny 
James D. Scott, University of Michigan 


Chairman: Robert O. Fernald, National Lead Com- 
pany 

“U.S. Propaganda Abroad” 

‘Theodore Repplier, Advisory Council 


Speaker: 
Chairman: Joseph C. Seibert, Miami University 
“The Firm's Marketing Organization—lime for a 


Change?” 
Panelists: John R. Sargent, Cresap, McCormick & 
Paget 
W. W. Sproul, Westinghouse Electric 
Corp. 
W. H. Nunn, American Telephone & Tele 
graph Co. 


SPECIAL INTEREST SESSIONS 


“Distribution Costs” 
Moderators: Charles W. Smith, McKinsey & Com 
pany 
Reavis Cox, University of Pennsylvania 
“Changing Distribution Channels” 
Wendell R. Smith, Alderson & Sessions, 
Inc. 
Richard M. Clewett, Northwestern Uni- 
versity 
“The Development of Foreign Mar- 
kets” 


F. Preston Forbes, Bureau of Foreign 
Commerce 


Vergil D. Reed, J. Walter Thompson 
Company 

“Advantages and Disadvantages of Do- 
ing Your Own Marketing Research” 

Lawrence Benson, Benson & Benson 

Lucy Perry, Benton & Bowles, Inc. 


STATEMENT REQUIRED BY THE ACT OF AUGUST 24, 
1912, AS AMENDED BY THE ACTS OF MARCH 8, 1933, 
AND JULY 2%, 1946 (Title 39, United States Code, Section 
223) SHOWING THE OWNERSHIP, MANAGEMENT, AND 
CIRCULATION OF 

THE JOURNAL OF MARKETING, published Quarterly at 
Brattleboro, Vermont, for October, 1955 

1. The names and addresses of the publisher, editor, man- 
aging editor, and business manager are: Publisher, American 
Marketing Association, 27 East Monroe Street, Chicago 3, IIL; 
Editor, Lincoln Clark, New York University, 115 Broadway, 
N.Y.C.; Managing editor, George Mehren, Univ. of California, 
Berkeley 4, Calif.; Business manager, Harry Rosten, The 
New York Times, 229 W. 43 St., N.Y.C 

2. The owner ts American Marketing 
East Monroe Street, Chicago 3, Ilinois 

3. The known bondholders, mortgagees, and other security 
holders owning or holding 1 percent or more of total amount 
of bonds, mortgages, or other securities are: None 

4. Paragraphs 2 and 3 include, in cases where the stock- 
holder or security holder appears upon the books of the com- 
pany as tfustee or in any other fiduciary relation, the name of 
the person or corporation for whom such trustee is acting ; also 
the statementa in the two paragraphs show the affiant’s full 
knowledge and belief as to the circumstances and conditions 
under which stockholders and security holders who do not ap- 
pear upon the books of the company as trustees, hold stock and 
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HARRY ROSTEN, Business Manager 
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Distribution’s Place in the American 


Economy since 1869 
By Harold Barger 


The author examines significant changes that have taken place in marketing 
and distribution—in its output of services, its share of the labor force, in produc- 
tivity, costs, and in the relative importance of wholesale and retail trade and the 
kind of merchant engaged in each. “A new and important study.” —Business Week, 
“Will almost automatically take its place as the most authoritative study of the 
particular segment of industry to which it is addressed.” —N.Y. Times. 

Published for the National Bureau of Economic Research. 242 pages. $4.50 


Policies to Combat Depression 


A Conference of the Universities ¢ National Bureau Committee 
for Economic Research 


Will the U.S. ever have another major depression, and is our government able 
to deal effectively with it should it come?—this is the vital question that forms the 
core of this important book. Fourteen economists here examine the potential 
effectiveness of many built-in stabilizers and other resources that make up our 
nation’s anti-depression arsenal. Published for the National Bureau of Economic 
Research. 428 pages. Charts. $8.50 


Consumption and Business 


Fluctuations 
A Case Study of the Shoe, Leather, Hide Sequence 
By Rath P. Mack 


Here is the first analysis of cycles in consumption over a twenty-year period. 
The product of ten years of research, it shows how consumer spending for shoes 
reacts to changes in income, how fast the reaction comes, and how fast it is trans 
mitted to the wholesaler, producer, and raw material supplier. A publication of 
the National Bureau of Economic Research. 304 pages. 814, x 11”. Charts. $7.50 


Order from your bookstore, or 


Princeton University Press Princeton, N. J. 
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QUESTIONNAIRES 


You can count on our know-how for the 
design and printing of questionnaires. We 
have been serving the leading Market Re- 
search Companies for the past 18 years. 


Your inquiry places you under no obligation. 


M. D. DANON PRINTING CORP. 


129 LAFAYETTE STREET NEW YORK 13, N. Y. 
Telephone: WAlker 5-1804-5-6 


THE JOURNAL OF MARKETING 


NOW offers the below-listed publications in the hope that they will help to 
solve your individual research probiems. 


1. The Limits of the Market for Ordinary Life Insurance, by Stahrl 
Edmunds, Vol. XI, No. 2 * 


2. Measuring Local Markets, by Joseph White, Vol. XII, No. 2 


8. The Movement of People: A Field for Market Research, by A. B. Blank- 
enship, Vol. XIII, No. 1 


§- Sales Forecasting, by Jay M. Gould, Vol. XV, No. 


These are priced at $1.75, per copy. Add twenty-five cents for shipment out- 
side the United States. 


Address all orders to: 


AMERICAN MARKETING ASSOCIATION 
27 East Monroe Street Chicago 4, Illinois 
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The Golden Triangle 


Conference 
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Mark Your Calendar Now: 


AMERICAN MARKETING ASSOCIATION 


1956 NATIONAL CONFERENCE 
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AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLVI March 1956 Number 1 


ARTICLES 

Agriculture in the Nation's Economy J. D. Black 
Marginal Policies of “Excellently Managed” Companies J. S. Earley 
Economies of Scale and European Integration Tibor Scitovsky 
Technological Change and Aggregate Demand Robert Eisner 
Unilateral Transfers and Terms of Trade M. C. Kemp 
Inflation-Caused Wealth Redistribution H. A. Kessel 
Value Theory for Economists (A Review Article) PF. H. Knight 


Review of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr, Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 


Here Is a NEW 1956 Edition You Will Want to Examine— 


SALESMANSHIP: 


HELPING PROSPECTS BUY 


Second Edition—By Dr. C. A. Kirkpatrick 
University of North Carolina 


Here is a textbook designed as an effective teaching tool in salesmanship courses. 
Opinions of sales executives, excerpts from sales manuals, and illustrations inte- 
grate the practical with the academic. 


SALESMANSHIP, Second Edition, develops selling as a profession. It trains for 
the type of selling that will be profitable for both the salesman and his company. 
It also emphasizes the importance of customer satisfaction that will mean repeat 
business. 


Thirty-six short cases add variety to the course and give material for analysis 
and discussion. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 5 
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Journal of 
the American Statistical Association 


1757 K St., N. W., Washington 6, D. C. 


VOLUME 51 MARCH, 1956 NUMBER 273 


. Editorial Collaborators 
ARTICLES 

. Tabular Analysis of Factorial Experiments and the Use of Punch Cards, J. R. Bainbridge, 
Alison M. Grant and U. Radok 

. A Test of the Accuracy of a Production Index, Charles F. Carter and Mary Robson 

. On Simplifications of Sampling Design Through Replication With Equal Probabilities and 
Without Stages, W. Edwards Deming 

. Investigating the Properties of a Sample Mean by Employing Random Subsample Means, 
Howard L. Jones 

. Table of Percentage Points of Kolmogorov Statistics, Leslie H. Miller 

. Some Theoretical Aspects of the Lot Plot Sampling Inspection Plan, Lincoln E. Moses 

. Estimates of Bounded Relative Error for the Ratio of Variances of Normal Distributions, 
Stanley Reiter 

q 7 aed Regression With Missing Observations Among the Independent Variables, George 
.. Edgett 

. The Operating Characteristic Curve for Sequential Sampling by Variables When the Pro- 
ducer’s and Consumer's Risks Are Equal, Norman R. Garner 


. Statistician and Policy Maker: A Partnership in the Making, Werner Z. Hirsch 
. Statistical Abstracts 


BOOK REVIEWS 


. The Teaching of Statistics in Schools, Royal Statistical Society 

. The Elements of Probability Theory and Some of its Applications, Harald Cramer 

. Managerial Statistics, Kermit O. Hanson 

. Statistical Methods in Educational and Psychological Research, James E. Wert, Charles O. 
Neidt, and J. Stanley Ahmann 

. Principles of Medical Statistics, 6th Ed., A. Bradford Hill 

. Graphical Method of Statistical Inference, Seminar Note, M. Masuyama 

. Tables _ the Cumulative Binomial Probability Distribution, Harvard University Computa- 
tion Lab. 

. A New Method of Analyzing Extreme-Value Data, Julius Lieblein 

. Measurement of Industrial Productivity, M. M. Mehta 

. An Econometric Analysis of Construction, John M. Mattila 

. Experience in Urban Real Estate Investment, Leo Grebler 

. Trends in Consumer Finance, M. R. Neifeld 

. Business Concentration and Price Policy, National Bureau Committee for Economic Re- 
search 

. A Methodological Study of Migration and Labor Mobility in Michigan and Ohio in 1947, 
Donald J. Bogue 

. Research on Labor Mobility: An Appraisal of Research Findings in the United States, 
Herbert S. Parnes 

. The Labor Force in War and Transition, Four Countries, Clarence D. Long 

. A Policy for Skilled Manpower: A Statement by the National Manpower Council 

. Communism, Conformity, and Civil Liberties, Samuel A. Stouffer 

. Social Area Analysis, Eshref Shevky and Wendell Bell 

. Sociological Studies in Scale Analysis, M. W. Rilev, J. W. Riley, and J. Toby 


. Social and Psychological Factors Affecting Fertility, Volume 4, P. K. Whelpton and 
Clyde V. Kiser, Exds. 


. World Population and Production, W. S. and E. S. Woytinsky 

. Morbidity in the Municipal Hospitals of the City of New York, Marta Fraenkel and Carl L. 
Erhardt 

. Metodo y aplicaciones del muestreo Estadistico, Ana Maria Flores 
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Selected Printers’ Ink Texts 


Basic Text in Advertising 


By Donald W. Davis, The Pennsylvania State 
University. Written in a refreshingly clear style, 
this book presents a complete, up-to-date, easy- 
to-read treatment of ALL advertising funda- 
mentals: the history of advertising, its economic 
and social significance, the steps in its planning 
and production, its uses and place in business 
today, and the trends significant for its future. 
The unequaled research and editorial facilities 
of a publishing house that has been mentor-in- 
chief to the advertising world for more than half 
a century augumented the author's own 45, years’ 
experience in the practice and teaching of adver- 
tising in the preparation of this highly superior 
text. 


A distinctive treatment of advertising because 

Bese 

* Presents current advertising practices against a frame 
work of the past and future 

* Places major emphasis on the uses of advertising as a 
tool of marketing and selling 

* Clearly differentiates procedures for national and retail 
advertisers 

* Features up-to-date material in all fields, including the 
rapidly changing radio and TV field 
Emph public relations and the legal and social re- 
sponsibilities of the advertiser 
Provides a glossary of over 600 advertising and allied 


terms 

Contains advertising laws and codes and other up-to- 
date reference data 

Includes a chapter on the qualifications for, and oppor- 
tunities in, advertising 

Contains over 240 illustrations, charts and other visual 


olds 665 pages, 614 x 914, cloth, $6.50 


Current Readings in Marketing 


Compiled by George F. Frey and Raymond B. 
Buteux, New York University. Expressly de- 
signed to supplement standard marketing text- 
books, this useful compilation of current articles 
from Printers’ Ink and other leading journals 
follows the general arrangement of the most 
widely used texts. 

It fills a gap in the teaching of students by pre- 
senting those aspects of marketing which are the 
most dynamic—and hence the least suited to 
basic textbook treatment. Included at the end 


of each section is a group of questions, designed 
for use in classroom discussions or for homework 
assignments, which the student may use both for 
study and review purposes. The many illus- 
trations, charts and check lists enable the student 
to visualize important ideas and trends. The 
book, which lends itself to marketing courses 
regardless of the text in use, is adaptable to 
either a one or two semester course. 


256 pages, 81/4 x 11, paper, $2.50 


Marketing Research Pays Off 
Forty Case Histories of Profitable Consumer and Industrial Marketing Research 


Edited by Henry Brenner, Home Testing Insti- 
tute, Inc. The nation’s leading marketing -re- 
search experts describe outstanding projects in 
which they have been involved. Students can 
benefit tremendously from the wide areas and 


Tested Advertising Copy 


By Carroll J. Swan, Printers’ Ink. Actual ex- 
amples of advertisements that were tested one 
against the other—and the results, Taken from 
the famous Printers’ Ink feature “Which Ad 
Pulled Best?”, this book shows what kind of 


techniques used by these wp research directors. 
Each case history describes the problem and 
situations generally, tells what research was done 
and reports its application and usefulness. 


372 pages, 5% x 814, illustrated, cloth, $6.00 


advertising copy is most effective in building 
readership, inquiries and sales. Basic success 
factors for advertising copy are analyzed by top 
copy testers, including Gallup, Politz, Shepard 
and Schwerin. 208 pages, 81/4, x 111, cloth, $6.00 


For examination copies write: . 


PRINTERS’ 


PLEASANTVILLE, NEW YORK 
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Time is on your, side 
when you use Workman’s Market and 
Media Research Tabulating 


Workman’s night and day service seven days a week helps you beat those 
deadlines. Have complete, latest IBM equipment plus competent technicians 
to do any and all types of electronic punch card computing. Here’s how we 
can help you: 


QUESTIONNAIRE ANALYSES. Com- MEDIA ANALYSES. For only the cost of 
plete assistance in questionnaire design, tabulating, our Statistical Library Card 
composition, printing, coding, editing, tab- File can give you the county circulation 
ulating, calculating, and typing. Equip- for over 900 current ABC newspapers... 
ment includes 101 electronic printing sort- county counts on 70 national magazines, 
ers and 407 alphabetic tabulators. 


WORKMAN SERVICE, INC. 


Chicago » WHitehall 4-6255 + 320 North Dearborn St. — 
Los Angeles « TRinity 9883 + 731 South Spring 


Other offices in Minneapolis and New York 


Please mention the JOURNAL OF MARKETING in writing advertisers 


Books 


MODERN ADVERTISING 
| By HARRY W. HEPNER, Syracuse University. Ready for Pall Clamet 


tising job . 


proach his problems most | 
MODERN MARKETING: Dynamics and Management 


By HARRY W. HEPNER. 612 pages, $6.00 
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